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Are Business Worries Backed by Facts? 


HE outlook for business, accord- 

ing to most forecasters, now prom- 
ises over-all high production well into 
1949—as far as the economist’s eye 
can see. While business soft spots are 
on the rise, as must be expected, the 
demand for the majority of the na- 
tion’s goods and services should sus- 
tain our industrial pace. But despite 
widely advertised agreement among al- 
most all business analysts that earlier 
fears of a general recession were un- 
founded, the mood of the business 
community continues to be wary and 
even somewhat pessimistic. 

To a considerable extent this refusal 
to ride the boom for all it is worth 
has contributed to the longevity and 
the healthiness of our prosperity. We 
enter the fourth year of our postwar 
boom with a deflated stock market, 
with reasonable inventories and close 
purchasing policies, and with general 
caution about future commitments. 
Only in real estate is there something 
resembling a speculative inflation of 
values. Nevertheless, business men feel 
that our prosperity is built on shaky 
foundations, that there is a yet undealt 
joker in the economic deck. How rea- 
sonable are these doubts about our 
prosperity ? 

One of the most frequently encoun- 
tered attitudes of doubt stems from 
business’ conviction that a boom must 
be followed by a bust. Having been 
lulled into false security during the 
1929 “permanent plateau,” industrial- 
ists are determined not to be caught 
unprepared a second time. 

Yet there are differences between 


this prosperity and any that we have 
ever experienced before. To begin with, 
this boom generated its momentum un- 
der the impelling vacuum of four years 
of depleted consumer inventories and 
postponed capital expansion. During 
the time of curtailed civilian produc- 
tion the economy grew enormously; 
when the war was over business faced 
a nation 10 per cent larger in popula- 
tion and 100 per cent richer in national 
income. 

A second factor differentiating this 
boom from previous ones is the im- 
portance of federal expenditures in sus- 
taining our national income. The 
government, which last year laid out 
$38,600,000,000, will increase its ex- 
penditures to $43,000,000,000 in the 
year ahead. Our armaments program, 
originally budgeted at just over $10,- 
000,000,000 a year, is now pointing at 
twice that figure. 

Most important of all, this prosperit 
is unique in that public policy has pro 
vided props to bolster the economy 
against decline. Our exports are stimu- 
lated by ERP, our agricultural pur- 
chasing power by the crop loan pro- 
gram. Large-scale government spending 
—for armaments or for any other pur- 
pose—sets a floor under the nation’s 
purchasing power. A large government 
budget is a potential stabilizing factor 
of the very first importance. 

It would seem that business worries 
about an impending bust are too much 
the result of studying the past without 
weighing the forces of the present. 
Unless our government policy is re- 
versed overnight—and this is a politi- 
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cal as well as a practical impossibility— 
\ there is every reason to expect a con- 
tinuation of our prosperity. 

But vague forebodings about the 
coming depression are only a part of 
the siege of doubts. A good deal of our 
present uncertainty has been the result 
of recent developments in the field of 
business law. Specifically, the attitude 
of the FTC toward pricing methods 
has thrown confusion and some con- 
sternation into management’s ranks. 

Many companies do not yet realize 
the full impact of the FTC’s policy on 


{basing points. An estimate submitted 


to Congress by one member of the 
FTC indicates that the pricing policies 
of nearly 120,000 firms may be af- 
fected. The testimony before the Cape- 
hart investigating committee shows 
how vitally important basing points 
are in determining the nature and ex- 
tent of business competition. 

Most managements are adopting a 
cautious wait-and-see attitude toward 
changing their own pricing policies, 
pending the outcome of the investigat- 
ing committee and its legislative rec- 
ommendations. To be on the safe side, 
all prices should be f.o.b. plant. But 
unless they are industry leaders, the 
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majority of companies are leaving their 
pricing systems unchanged until the 
policy of the FTC under the Robinson- 
Patman Act is finally decided. This is 
a business uncertainty which should 
be cleared up within the first few 
months vf 1949, 

There is still another cause for busi- 
ness worries, also stemming from the 
FTC’s interpretation of the Robinson- 
Patman Act. This is the decision, up- 
held by the courts in the Morton Salt 
case, that quantity discounts must be 
specifically related to demonstrable cost 
savings on the part of the seller. 

It is questionable whether the com- 
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plex criteria of the Supreme Court as 
to what constitutes a “cost saving” 
could ever be so simply stated that the 
uncertainties concerning the “correct” 
price would be removed. What is legal 
and what is not have become a matter 
for the specialized skills of the account- 
ant and the lawyer. Until the matter is 
clarified in the courts or in Congress, 
most managements will leave their 
price structures intact, provided there 
is no obvious discrimination between 
classes of customers. One point that 
stands out from the Morton Salt de- 
cision is that channels of distribution 
must be rigidly respected ; retailers, re- 
gardless of size or importance, may not 
be sold goods at prices lower than those 
offered to wholesalers. 

The burden of proof as to savings 
in cost and injury to competition has 
been shifted to the shoulders of man- 
agement. Small wonder that manage- 
ment is worried over another respon- 
sibility toward the law. But until the 
policy of the FTC has been further 
clarified, it is premature for manage- 
ment to make ill-considered and hasty 
changes in its quantity discount poli- 
cies. This may be a wise time to con- 
sider the cost savings which can be 
demonstrated to arise from larger or- 
ders; this may well be a foolish time 
to change established pricing proce- 
dures before the government’s policy 
has been completely spelled out. 

There are still other uncertainties 
hanging over the business scene. As 
long as the international situation con- 
tinues to be unresolved, these basic 
insecurities will remain. Intolerable as 
the present war of nerves may be, it is 
certainly preferable to a shooting war. 
Humanitarian considerations aside and 
regardless of one’s political convic- 
tions, from a business standpoint alone 
war would bring an imposition of con- 
trols and a centralized economic direc- 
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tion which might well mean the end of 
private enterprise. 

While our system is operating in an 
atmosphere of international crisis, 
heavily burdened with taxes, unsure of 
the legality of traditional pricing meth- 
ods, worried over the future of the 
boom, its astonishing momentum is a 
tribute to its vitality. An honest ap- 
praisal of the doubts afflicting manage- 
ment reveals some of them—like the 
coming bust—to be more fancy than 
fact. But some doubts—like the threat 
of war—are well founded and cannot 
be glibly talked away. 

Other doubts include the fear of 
rising costs and the shortage of work- 
ers in some fields. This year there are 
fewer people looking for work than 
there were last year this time, but 
certain specialized jobs still need to be 
filled, including teaching, engineering, 


metalworking, construction, 
and stenographic positions. 

We can hope that 1949 will see an 
approach toward a solution of the 
Russian problem; we can expect that 
it will definitely resolve the confusing 
state of business law. And while it js 
only an extreme optimist who looks 
for further tax reduction, there is room 
for considerable improvement within 
the general structure of tax rates. 

It is impressive that from whatever 
point we approach the problem of the 
future of business — business-cycle- 
wise, legally, politically—we always 
come back to the commanding position 
of the Federal Government. To many 
this may be an unpleasant and dire 
situation, but it is a reality. 

By Ropert HEILBRONER. American 
Business, November, 1948, p. 18:3. 
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Witt Your Company BE REPRESENTED IN 
“THE 1949 PERSONNEL WoRKSHOP” ? 
AMA is planning to make its 1949 “Personnel Workshop,” which will be a 








feature of the Association’s Midwinter Personnel Conference (The Palmer House, 
Chicago, February 14-16), larger and more representative than any previous Work- 
shop exhibit. To this end we ask readers to check their companies’ publications, 
forms, etc., against the following list of categories included in the Workshop, and 
to submit for display two (2) copies of each item issued by their companies: 


Employee magazines; wage and salary administration; merit rating ; suggestion 
programs; employee handbooks; training programs (rank and file) ; supervisory 
training items; personnel forms and reports; annual reports to employees—joint 
reports to employees and stockholders; company histories; benefit programs ; tests; 
safety programs; union contracts; supervisory and executive manuals; supervisory 
and executive bulletins; special publications. In the case of personnel forms, two 
complete sets should be submitted in individual folders (merit rating forms, how- 
ever, should be kept separate). 


Unless contributors specifically request their return, the publications and forms 
will eventually be filed in the Association’s library, where they will be put to prac- 
tical research use. : 


Publications and forms should be submitted no later than February 4, 1949, to: 
The Editor, American Management Association, 330 West 42 Street, New York 
18, N. Y. 
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How to Select a Management Consultant 


HERE are many “fly-by-night 

firms” in the management consult- 
ant business. In fact, results of a study 
of consultant firms conducted by the 
author seem to indicate that out of an 
estimated 15,000 now operating in the 
United States—this is probably a 
generous estimate—it would be difficult 
to name 500 that are really capable 
and efficient. 

If you wish to employ a consultant, 
therefore, make sure his firm is re- 
liable, and qualified to do the work 
required to solve your particular busi- 
ness problem. Discuss the capabilities 
of the various consulting firms with 
your business associates. Get the in- 
formation indicated below. It will en- 
able you to select a good management 
consultant. 

How long has the firm been in 
business? Maturity and experience are 
the first essentials in the work of solv- 
ing the complicated problems of modern 
business. There are a number of old, 
well-established firms, with many 
years’ experience in serving top man- 
agement. These are the firms it is 
generally safe to employ. On the other 
hand, some of the new firms are 
capable of doing as good work as 


, their older competitors. In this matter 





of age, to paraphrase Pope, “Be not 
the first to hire the newly formed 
management engineering firm, and not 
yet the last to employ it if it has the 
knowledge, experience, and ability 
needed to solve your particular busi- 
ness problems.” 

Who are the principals in the firm 
and what is their background? A man- 
agement engineering firm is no more 
efficient or capable than the men who 
compose it. In discussing any consult- 
ant firm with your business friends, 
find out where the principals in the 


December, 1948 


firm went to school, in what fields 
they specialized, what degrees they 
have; what they did before they be- 
came consultants—what companies em- 
ployed them, what jobs they held with 
these companies, how long they were 
employed, did they leave to take bigger, 
more responsible jobs. Find out too 
how old the principals are and how 
long. they have been doing work in 
the field of management engineering. 

What is the firm’s financial status? 
Is it solvent? Before employing any 
management engineering firm, ask 
your bank about it. Any of the good 
firms will provide you with bank and 
other references or with any reason- 
able information as to their financial 
status. 

What companies in what industries 
has the firm served? There are two 
good reasons for getting the names 
of some of the firm’s clients before 
you employ it in a confidential, con- 
sulting capacity: (1) You want to 
know whether or not the firm has 
had any experience in your industry. 
(2) You may want to know whether 
or not the firm is now serving one 
of your competitors. 

What do clients say about the work 
of the firm? A talk with a firm’s former 
clients may bring out a lot of enlighten- 
ing information. While there are two 
sides to every controversy, and a man- 
agement consultant firm may have a 
dissatisfied client through no fault of 
its own, it is a safe working rule that 
if most clients are dissatisfied with the 
work of a consultant he is a good one 
not to employ. 

How much work does the firm do 
for the old clients? A good standard 
for measuring the character and effi- 
ciency of any firm is its ability to 
retain its clients. If a management 
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consultant is five or more years old, 
at least half of its business should come 
from old clients. If from 60 to 80 per 
cent of a firm’s business originates 
with companies it has formerly served, 
it is a safe bet that it is a good firm. 

What is the firm’s reputation for 
ability to get along with people? The 
importance of a management consult- 
ant’s ability to get along with people 
varies according to what he is em- 
ployed to do. If he is employed to do 
time and motion studies, set up a 
wage incentive plan, make a morale 
survey, do job evaluation or do any 
other work which affects the mem- 
bers of a union, his ability to get along 
with the people involved and to win 
their cooperation is of prime impor- 
tance. When you employ a consultant, 
get one who has learned how to sell 
himself and his program to the workers 
and to management at all levels, as 
well as to the president, the board of 
directors, or a controlling stockholder. 

How much time do the principals 
in the firm spend on the job? It may 
be argued that if the engineer on the 
job is competent and if his work is 
supervised by a competent senior, there 
is no need for any member of the firm 
to spend time on the job. Since con- 
sultants themselves believe, however, 
that every job should have the atten- 
tion of a principal, and the better ones 
follow this practice, it would seem that 
the safe thing to do when you em- 
ploy such a firm is to limit your choice 
to a company one or more of whose 
principals will visit you from time to 
time to see that you are being well 
served. 

What has been the firm’s experience 
in my industry? Many consultants 
claim, or imply by indirection, that 
they can solve any problem in the 
field of management. A few, whose 
principals have had varied experience 
and training, and whose clients are 
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numerous enough to enable them to 
maintain in regular employment a large 
staff of carefully selected and highly 
trained engineers, can serve any firm 
efficiently, no matter what business 
it may be in or what problem it may 
have. Such firms are rare, however, 
If you wish to employ a consultant, 
you would be well advised, particularly 
if your company is of average size, 
to employ one of average size, with 
a good background and successful ex- 
perience in your industry. 

Were the end results satisfactory? 
The good management engineer re- 
gards the end results as the most im- 
portant part of his work—the basic 
reason why he was employed. He 
trains personnel, or helps top man- 
agement find new executives if they 
are needed, sets up procedures, and 
spends whatever time may be required 
to get the plan he presented in his | 
report into operation and working 
smoothly. If any defects appear after 
his plan is in use, he stays with the 
problem until they are eliminated. 
There are firms which do not follow 
this practice. They make the study, 
write the report, put it on top manage- 
ment’s desk, collect their check and are 
on their way. This is a good type of 
firm, in the opinion of those industrial 
executives who have had experience 
with management engineers, not to 
hire. | 

In addition to obtaining the fore- 
going information about the consultant 
you are considering employing, find 
out how he does business. Here are 
some things the well-established con- 
sultant rarely, if ever, does: 

1. Offers to make a free survey and 
report. 

2. Offers to work for a stated period 
of time, at no cost, providing that if, 
at the end of that period, he has con- 
vinced you he can be of help, you will 
employ him. 
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3. Promises much on the basis of 
past work for others. 


4. Asks a signed contract calling 
for payment of stated sums at stated 
periods. 


5. Offers to work on a percentage 
of what he can save you in a given 
period. 

6. Solicits business on the basis 
that he has been a former government 
employee and knows how to get favor- 
able action from federal agencies. 

7. Employs high-powered salesmen 
in soliciting business. 

8. Offers to make a preliminary sur- 


vey and report for a stated fee that 
will not cover the cost of the work. 
A firm that will work for less than it 
is worth is the most expensive man- 
agement consultant you can employ. 

9. Pays the engineer on the job a 
percentage of the fee collected for any 
additional work which he persuades 
the client to let him or his firm do. 

10. Solicits employment on the basis 
that he has special business connec- 
tions which he can use to help the firm 
get more business. 

By Epwin E. Troxett. Manu- 
facturers’ News, October, 1947, p. 
11 :4. 


Costly ‘‘Fringe”’ 


NVISIBLE labor costs—vacation, premium pay, other benefits—take 11 per 

cent of regular hourly payroll, according to a recent analysis of 61 textile 
mills conducted by the Rhode Island Textile Association. Here are the high- 
lights of the Rhode Island survey: 

The annual cost of fringe benefits in contracts which cover 26,166 workers 
amounts to $17,274,200. Of this, $9,381,000 is a “non-productive” labor cost; it 
isn’t offset by goods produced. The remaining $7,893,000 goes into shiff differentials 
and premium pay for overtime or week-end work. Management gets a return from 
this in goods produced, but at a higher cost per unit. 

On an hourly basis, fringe benefits cost the 61 mills an average of 14.64 cents 
per employee for each hour the mill is running. 

The analysis took into consideration only those fringe costs that are common 
in Rhode Island textile contracts. It did not include pension and retirement pro- 
grams, year-end bonus plans, housing aid, and company paid transportation. 

Here’s how the weighted hourly averages for fringe cost break down: 

Vacations, 3.53 cents; paid holidays, 2.36 cents; insurance, 2.06 cents; over- 
time and other premium pay, 5.5 cents: shift differentials, 1.19 cents; total, 14.64 


cents. 
—Business Week 10/2/48 


Graduate Fellowships for Management Training 


S in previous years, Radcliffe College is offering a basic training program for 

young women preparing to work in personnel departments or in other branches 
of administration in business, government, educational, or social service institutions. 
A limited number of fellowships covering the tuition fee in whole or part, for 
the year 1949-50, have been made available for qualified college graduates. 

The program, beginning late next August, includes about seven months’ class 
instruction by members of the faculty of the Graduate School of Business Adminis- 
tration, Harvard University, and others. Carefully selected full-time apprentice 
work in business, government, and other organizations occupies about three months. 

Enrollment is open to a limited number of graduate students. For catalogue 
and further information apply to T. North Whitehead, Management Training Pro- 
gram, Radcliffe College, Cambridge 38, Mass. , 
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Industrial Security and the Atom Bomb 


ROBABLY few business men are 

worrying through sleepless nights 
over the possibility that an atom bomb, 
if used against this country, may wipe 
out hundreds of factories and perhaps 
thousands of productive workers in 
one lightning flash. Nevertheless, if 
atomic warfare does materialize, it is 
a foregone conclusion that factory and 
industrial concentrations will be pri- 
mary bombing targets. Accepting this 
fact, what can industry now do to 
minimize its vulnerability to the 
bomb? 

Short of the actual experience of 
atomic warfare, a final answer to that 
question is scarcely attainable. There 
have, of course, been some spectacular 
suggestions: that industry, particularly 
its most strategic elements, burrow 
underground in an effort to obtain 
complete security or that industrial 
plants in heavily congested areas be 
dismantled and moved to the suburbs 
for partial security. 

Such theories have their place in 
pseudo-scientific literature, but they 
are scarcely practical for the business 
man who must plan future operations 
upon a realistic, profit-and-loss basis. 
At the national level, the principal fed- 
eral agency charged with planning ade- 
quate protection against the bomb for 
industry is the National Security Re- 
sources Board. The Board, in surveys 
thus far published, recognizes the fact 
that industry has no real security 
against an atomic attack nor is it likely 
to obtain such security short of a 
wholesale redistribution of our indus- 
trial population and facilities. 

Furthermore, the Board regards as 
impractical the idea that basic indus- 
tries be moved underground for pro- 
tection. Such an undertaking, it rea- 
sons, would not only be prohibitively 
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costly but would also involve trans- 
portation, communication, and pro- 
curement problems of tremendous 
complexity. Moreover, industry itself 
is not likely to embark upon such pro- 
grams to escape what is merely a pos- 
sibility. 

After studying the atom bomb ques- 
tion for many months, the Board has, 
however, made a tentative report to 
industry outlining what it regards as a 
reasonable procedure for the average 
plant manager and business executive. 
Here is the gist of the report: With 
what knowledge is now -available re- 
garding probable enemy strategy plus 
reasonable defense precautions, very 
few companies can actually immunize 
themselves against the bomb. At the 
same time, however, virtually all com- 
panies can begin taking some steps to 
mitigate the effect of an atomic attack. 

Looking at the problem, as best it 
can, through the eyes of a potential 
enemy, the Board reasons that an at- 
tacking nation would, in all probability, 
have a limited number of atomic weap- 
ons te launch against the United States. 
The bombs are not only expensive; 
their essential elements, uranium and 
plutonium, are extremely scarce. There- 
fore, each bombing target would have 
to be vital to our war-making poten- 
tial. Another strategic consideration 
would be the obvious difficulty of 
breaking through our own defenses 
and pinpointing atomic bombs on se- 
lected targets. 

Thus, from the enemy’s viewpoint, 
there would be two major considera- 
tions: the strategic importance of the 
target and its vulnerability. On this 
basis, the Board arrives at this estimate 
of enemy bombing tactics: ““We may 
reasonably assume that no country in 
the foreseeable future will ever have 


The Management Review 


— 


ee 








aa 





enoug! 
one oO! 
people 
than f 

Fro 
fense, 
at leas 
sounds 


) recogr 


final a 
perfec 
broade 
clares, 
will b 
becaus 
Dis} 
by no 
indust: 
Board 
traliza 
years. 
ily pc 
smalle 
North: 
dle W 
rapidly 
Ar 
Board 
with 
were t! 
establi: 
third « 
since | 
over, 1 
towns 
20 per 
1940, 
The 
industt 
sify th 
Althot 
militar 
indust: 
annual 


| rations 


a meat 
theless 
goal o 


Decemb 


~~ 


—- 


~~ a 





—_—_s 








enough [atom bombs] to afford to use 
one on each city of as few as 50,000 
people, or on a congested area of less 
than five square miles.” 

From the viewpoint of our own de- 
fense, the Board believes dispersion is, 
at least for the time being, industry’s 
soundest answer to the bomb threat. It 
recognizes that dispersion is not the 
final answer, for as atomic weapons are 
perfected their striking power will be 
broadened. Ultimately, the Board de- 
clares, “No area in the United States 
will be immune from possible attack 
because of its location alone.” 

Dispersion and decentralization are 
by no means new ideas to American 
industry. The Security Resources 
Board recognizes the fact that decen- 
tralization has been increasing in recent 
years. Industrial migration from heav- 
ily populated areas to suburbs and 
smaller towns, from the congested 
Northeast to the centrally-located Mid- 
dle West, has progressed even more 
rapidly since the war than before. 

A recent survey by the Conference 
Board showed that cities and towns 
with 10,000 to 100,000 population 
were the most popular places for plants 
established during 1940-47. Only one- 
third of the plants built or acquired 
since 1940 are in cities of 100,000 and 
over, while almost 30 per cent are in 
towns of 10,000 or less against only 
20 per cent of the plants built before 
1940, 

The security board believes it is to 
industry’s distinct advantage to inten- 
sify this movement wherever practical. 
Although complete dispersal, in the 
military sense, of the nation’s prime 
industries is obviously impractical, the 
annual expenditure of American corpo- 
tations for new plant facilities suggests 
a means of achieving gradual but none- 
theless extensive progress toward the 
goal of industrial security. Last year, 
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industry spent approximately $16,200,- 
000,000 for new plants and equipment ; 
this year’s expansion plans are ex- 
pected to cost at least two billion dol- 
lars more than in 1947. 


Furthermore, the Board emphasizes, 
a company planning expansion should 
have relatively little difficulty in co- 
ordinating normal economic considera- 
tions and strategic safety in its selec- 
tion of new plant sites. Already, 
companies are finding that expansion 
into suburban areas is proving eco- 
nomically practical ; now the advantage 
of such moves is merely made more 
obvious because of security consider- 
ations. 

How can future industrial expan- 
sion be planned to meet security con- 
siderations ? The Security Board predi- 
cates its answer on past experience 
with atomic bomb damage: 

“Atomic bombs exploded to date 
have destroyed almost everything with- 
in a half-mile radius of the zero point. 
Beyond the periphery of this first area, 
and extending to a distance of about 
one and one-half miles, they caused 
moderate damage to all structures. Al- 
lowing for future developments, it is 
not expected that an improved bomb 
would cause heavy damage beyond a 
distance of three miles from point of 
detonation. The possibility of a super 
bomb that will wipe out an entire state 
is too remote to warrant serious con- 
sideration.” 

Therefore the business executive de- 
siring to judge vulnerability of his 
present plant or a prospective new site 
is advised to draw a figurative circle of 
three miles radius around his plant to 
see whether a likely target is within 
range. His plant, in fact, may be a 
major military objective, especially if 
it is a highly critical unit whose de- 
struction could halt production in many 
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related industries for a matter of 
months. 


With this security plan in mind, the 
Board recommends the adoption of 
“a progressive dispersion plan built 
around normal expansion and obsoles- 
cence factors.” It must, of course, be 
economically feasible, and it must fit 
into long-range planning. 


The Board hazards the further sug- 
gestion that topographical features 
should be considered in choosing new 
plant locations. In the atom bombing of 
Japan, Hiroshima and Nagasaki were 
chosen as targets because of their stra- 
tegic concentration of industries. Al- 
though Nagasaki had a greater popu- 
lation density, deaths there were only 
one-half those of Hiroshima. The rea- 
son is that hills and ridges separated 
areas of Nagasaki into dispersed 
built-up pockets, whereas Hiroshima 
was relatively flat and uniformly con- 


centrated. The Nagasaki bomb thus 
dissipated much of its energy against 
hills and unoccupied areas, while the 
Hiroshima bomb achieved its most 
devastating effect. 


“Industry fared better in Hiro- 
shima,” the Board recalls. “All major 
factories were reasonably well dis- 
persed and escaped serious damage. At 
Nagasaki, plants and dockyards at the 
southern end of the city were left in- 
tact, but those concentrated in the 
valley where the bomb exploded were 
almost completely destroyed.” 


The broad problem, as the Board 
now pictures it, reduces to a policy of 
not putting all your eggs in one basket. 
It readily admits that far more study 
must be given the problem before in- 
dustry may feel even a reasonable de- 
gree of security. 

By Georce Root. Commerce, No- 
vember, 1948, p. 16:4. 
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Your Future in Office Management 


HERE has been much criticism 

heaped on the office manager of 
yesterday. Yet in view of the tools at 
his command, he did a fine job. His 
shortcomings were primarily the errors 
of society, not his alone. 

Today’s office manager is a mixture 
of the traditions of the past and the 
pressures of the present, and has only 
partially appropriated the tools at his 
command. He certainly has not failed ; 
neither has he succeeded to the extent 
that might reasonably be expected from 
the standpoint of the available knowl- 
edge of leadership. He is well trained 
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in technical matters of the office. On 
the other hand, he is woefully deficient 


in an understanding of the economics , 


of business in a dynamic society. This 
is regrettable, for he is closer to the 
people in his office than anyone else 
and exerts a powerful influence upon 
the entire enterprise. 

For the future, we must renew ouf 
efforts to rise to higher standards in 
office management, yet be fully appre- 
ciative of present accomplishments. 
Where we go tomorrow will depend 
upon what we do today. 

The office manager of tomorrow will 
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be faced with a series of problems, 
each of which will provide a challenge. 
A few of these problems are: (1) the 
economics of our business systems; 
(2) technological change; (3) leader- 
ship in human relations; (4) the re- 
sponsibility of his citizenship in a de- 
mocracy; and (5) his attitude toward 
his work as a profession. 


Considering the first of these—eco- 
nomic relationships —the future de- 
pends upon the answers to such ques- 
tions as: Will we have more or less 
governmental regulation and interfer- 
ence? Where are we going in terms 
of state ownership? Is competition go- 
ing to be less or greater? Are classes 
to become more pronounced, or shall 
the typical American worker continue 
to rely upon himself and believe he can 
rise on merit? 


Internal economic pressures are go- 
ing to be largely the result of the ad- 
justments to outside forces. Shall we 
pay on productivity or on the basis of 
classes, ignoring the diversity of pro- 
ductivity among workers? Shall we re- 
main free to select our own employees, 
promote them, etc., or shall we have to 
take the persons assigned by a union 
or governmental agency? 


In regard to technological develop- 
ments, it is reasonable to believe that 
the office manager of tomorrow will 
need the technical training equivalent 
to that of most college graduates today. 
This will not have to be secured in 
college, but it will be needed regardless 
of whether it is acquired by home 
study and training on the job or some 
other method. It is needed today but 
is lacking in most cases. If tomorrow’s 
office manager does not meet his tech- 
nical requirements, the number of staff 
officers will have to be increased, thus 
reducing the status of the office man- 
ager to that of a gang boss. 
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Current demands with regard to 
leadership in human relations are so 
great it is difficult to see how they 
could increase materially. Tomorrow’s 
office managers will probably be faced 
with greater responsibilities in dealing 
with union workers and stewards. 
They should be better prepared to ana- 
lyze human relations problems involv- 
ing emotions and sentiments. They 
must be able to distinguish between the 
logics of efficiency and the logics of 
sentiments. They must learn the art 
and science of using the non-directed 
interview as a tool of control as well 
as an instrument in human adjust- 
ments. 

If the American way of life is to be 
preserved, tomorrow’s office manager 
is going to provide greater leadership 
in civic affairs than the office manager 
of today. He cannot measure up to 
these requirements of leadership un- 
less he is immeasurably better in- 
formed than are most of our present 
office executives. 

As regards professional status, it is 
my opinion that business men of the 
future are in increasing numbers going 
to become professional men, and I 
should like to see office managers lead 
in this field. Accountants claim to be 
professionals, and have _ established 
standards to justify this claim. What 
must office managers do to justify the 
same recognition ? 

A profession is an occupation that 
possesses a definable public interest 
which is known and served, that has 
rigid standards for entrance, is recog- 
nized by the public, has a body of or- 
ganized scientific knowledge which is 
used by its practitioners, possesses a 
rigid code of ethics generally accepted 
and followed by its members, and is 
basically concerned with service. Office 
management can readily meet the re- 
quirements of this definition if its 
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practitioners desire it to become a pro- 
fession. 

Normally to enter a profession, a 
candidate must pursue an extended and 
, systematic study of the field under 
rigidly prescribed conditions which in- 
clude both theory and practice. A pro- 
fessional man has a high degree of 
intellectual training as contrasted with 
mere mechanical skill. Entrance stand- 
ards for office management are rising, 
but they are still low in comparison 
with the old-line professions. 

The scientific approach of the pro- 
fessional man includes: methodology, 
discipline, and a body of knowledge. 
Office management has a body of scien- 
tific knowledge and uses scientific 
methodology, but: (1) This body of 
knowledge is not so widely known and 
used as it should be. (2) The method- 
ology is not so widely understood and 
used as full professional status would 
require. (3) All too few office mana- 
gers are imbued with a desire to extend 
this scientific knowledge. 

The professional man has a rigid 
code of ethics which guides him in his 
relationships with his fellow profes- 
sionals and the people he serves. Office 
management, as such, does not have a 
code of ethics. 

While the professional man is usu- 
ally well paid for his services, money 
is not his primary concern but comes 
as the result of the service he renders 
and his standing in his community. 
The professional office manager is a 
highly paid professional man, yet his 
emphasis is not on his remuneration 
but the service he can render. The de- 
sire to have a business enterprise earn 
a profit is not inconsistent with profits 
arising from service. 

Professionals form associations 
which meet from time to time to dis- 
cuss new discoveries, practices, and 
procedures, and ethical standards. Pro- 
fessional men possess a high degree of 
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group solidarity and pride. A strong 
professional office management associa- 
tion will: (1) develop loyalty to the 
professional work, which is bigger 
than an individual company and may 
at times aid in raising the ethical stand- 
ards of an individual employer; (2) 
develop standards that are impersonal 
and therefore more easily maintained 
than when they are strictly personal 
ideals ; (3) establish, maintain, and im- 
prove standards; (4) keep individual 
members up to standard, and train the 
public to appreciate the standards; (5) 
protect individual members from un- 
ethical competition with each other. 

Universities and colleges recognize 
the professions and, together with the 
professional societies, prescribe rigid 
curricula for those who wish to spe- 
cialize in them. A few colleges have 
regularly established curricula for of- 
fice managers. A course of study for 
office managers should emphasize the 
tools actually used by the practicing 
office manager, not merely the purely 
technical management subjects now 
dominating the field. 

The office manager is basically a 
management engineer who needs as 
high an order of intelligence and socio- 
economic appreciation as do members 
of any of the learned professions. Busi- 
ness is not only a means of earning a 
living; it is a way of life. We must 
prepare our coming generation of of- 
fice managers and business leaders for 
business as a way of life with all its 
social and economic implications. Busi- 
ness managers, personnel directors, 
and office managers will have more to 
do with the maintenance of our demo- 
cratic system than all the social re- 
formers and special pleaders of causes 
put together. Are we going to prepare 
them for this responsibility? 

By W. R. SpriEceEt. O fice Manage- 
ment Association of Chicago 1948 
Seminar Proceedings, p. 18:7. 
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Clerical Workers’ Pay in Three Key Cities 


Lee pee office workers in San Francisco received salaries averaging between 

$40 and $50 in 16 of 21 selected occupations, according to a February, 1948, 
study made by the Bureau of Labor Statistics. In three occupations, the averages 
exceeded $50, and in the other two they fell below $40. 

Across San Francisco Bay in Oakland, workers in the same jobs had salaries 
averaging at least $40 but less than $50 in 15 jobs, with only one showing an aver- 
age in excess of $50, while five were below $40. 

In Denver, Colo., only three of the jobs were in the $40-$50 category, all others 
having salary levels between $30 and $40. 

Women general stenographers averaged $48.31 a week in San Francisco, 
$46.81 in Oakland, and $38.80 in Denver. Clerk-typists had weekly salaries averag- 
ing $42.21 in San Francisco, $41.99 in Oakland, and $34.21 in Denver. Comptome- 
ter operators averaged $47.78, $44.50, and $35.53, respectively, and hand book- 
keepers averaged $55.02, $51.38, and $46.05. 

Men workers were employed in the 21 selected occupations to a much lesser 
extent than women. As hand bookkeepers they had salaries averaging $66.78 in 
San Francisco, $63.93 in Oakland, and $59.84 in Denver. Men accounting clerks 
averaged $55.52, $52.72, and $50.75, respectively, in the three cities, and office 
boys showed averages of $37.85, $39.78, and $30.98. 

In all, 168 establishments were studied in San Francisco, 86 in Oakland, and 
109 in Denver. 

Supplementary benefits accruing to these office workers were also studied. 
For example, vacations with pay were provided by all establishments studied in 
San Francisco and Oakland, and all except one in Denver. Two weeks of vacation 
after one year of service was typical on the coast; in Denver the distribution be- 
tween those providing one week and those granting two weeks was about equally 
divided. After two years of service, all except six establishments in San Francisco 
and two in Oakland granted two weeks with pay. Over 70 per cent of the Den- 
ver establishments also had this provision. 

In Denver about three-fourths of the companies paid for six holidays. In Oak- 
land slightly more than half paid for six, with all the remainder except one pro- 
viding more than six. In San Francisco all except about 15 per cent granted at 


least seven days. 
—Labor Information Bulletin 10/48 


How to Be Sweet to Your Secretary 


VERY week is Be-Kind-to-Secretaries Week if you follow suggestions of 
United Airlines, Inc., Chicago. 


In an eight-page leaflet, Dictation Techniques, the airline hands out this 
advice: 


1. Know what you are going to say before you start. 
2. Guard against interruptions (tell people to keep out, accept no phone calls). 


3. See that working conditions are right (comfortable chair for steno, space 
to put her notebook down, good light). 


4. Speak distinctly (no chewing gum, cigars or cigarettes; no hand in front 
of mouth). 


5. Use moderate, even speed and voice volume. 

6. Spell out tough and unusual words. 

7. Give complete instructions as to how many copies, what routing, etc. 
8. Put the steno at ease, personally. 

9. Give her plenty of warning of overtime. 


United also gives a checklist of personal habits in a dictator that drive a 
girl almost crazy. It asks: Are you a key-chain twirler, pacer, doodler, coin 
jingler, pencil tapper, teeth picker, throat clearer, chair squeaker, smoke blower? 

—Modern Industry 11/15/48 
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Current Trends in Personnel Management 


ISCUSSION of personnel man- 
D agement, personnel administra- 
tion, or industrial relations are handi- 
capped from the start unless there is 
complete agreement as to what these 
terms signify. In this presentation, 
these terms will be used synonymously, 
and attention will be focused on de- 
velopments in the field of personnel 
management outside of collective bar- 
gaining. 


Too many companies have felt that 
a union contract settled all problems 
of employer-employee relations. Too 
many discussions in the past have cen- 
tered on the Taft-Hartley Act, collec- 
tive bargaining, or strikes. Insufficient 
attention has been given to the more 
positive program of developing and 
maintaining good human relationships 
at the workplace. This has resulted in 
a widespread impression that little has 
been done by employers to meet and 
solve problems even more basic than 
wages, hours, and working conditions. 
But there is a real story to be told 
regarding developments in these posi- 
tive programs of personnel adminis- 
tration. 


Personnel management embraces a 
variety of activities. A typical large 
organization divides its industrial re- 
lations department into at least 10 
sections, each handling problems con- 
cerning separate phases, e.g., employ- 
ment, training, executive development, 
employee benefits, safety, medical pro- 
gram, records, wages and salaries, col- 
lective bargaining, personnel research. 
There have been advances in each of 
these activities, but the most signifi- 
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cant developments since the close of 
World War II have been in four areas: 
(1) employment and selection; (2) 
training; (3) communication; and 
(4) personnel research. 


Logically, the first trend to observe 
is the trend toward improved methods 
of employment and selection. In many 
instances, selection programs had to 
be abandoned or relaxed during the 
war, but today most companies are 
tightening up their employment stand- 
ards, determining the answers to these 
questions: What must be required of 
employees? What characteristics make 
for the greatest probability of success 
on the job? Weighted application 
blanks are being devised to exclude 
from hire all prospects not likely to 
succeed. As a result of the experience 
of the armed forces in the use of 
psychological and trade tests, such 
techniques are now being increasingly 
explored in industry. 


Hiring is only part of the selection 
process. Employers are hiring at the 
beginning level and promoting from 
within now, rather than filling higher 
positions from the outside. One com- 
pany phrases the trend: “When the 
president dies, a new office boy is 


hired.” 


Though war conditions made it im- 
possible for management to adhere to 
its selection programs, they re-empha- 
sized the necessity of training pro- 
grams. The trend toward improved 
methods of training, far from being 
reversed at the war’s end, is being 
continued, but with one fundamental 
difference. Where wartime emphasis 
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was on training employees to perform 
new jobs and training new employees 
to perform any kind of job, current 
emphasis is on supervisory training, 
and there is growing interest in train- 
ing top management itself. 


A third major trend is the improve- 
ment of the channels of communication 
both ways. Many supervisory training 
programs are in reality designed to 
help the supervisor give the right 
answers to questions from his men. 
The best method of keeping employees 
informed is still through their daily 
contacts with supervisors. Other sig- 
nificant methods of communication are 
rated as follows in a Conference Board 
study, according to popularity: 


Bulletin Boards 81.5% 
Employee Handbook 31.0 
Letters to Employees 30.1 
Letters to Supervisors 26.7 
Employee Magazine 23.7 
Policy and Procedure Manual 21.0 
Employee Newspaper 16.8 
Annual Report to Employees 11.3 


Open House Programs 6.8 
Management is also sensitive to polls 
of employee opinion and gives serious 
consideration to the results in its efforts 
to improve communication. 


The fourth significant trend is 
toward the establishment of special 
units charged with the responsibility 
of studying improved procedures and 
techniques for personnel administration 
within each company and the increased 
assistance given for other research by 
associations and schools. It is this 
development which insures that the 
other trends will be maintained and 
strengthened, and that the whole field 
of personnel management will continue 
to improve. 


The four trends that have been con- 
sidered above are trends that indicate 
what is happening in personnel man- 
agement. Another trend that can be 
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observed relates to how personnel man- 
agement is being handled. Historically, 
personnel management developed piece- 
meal, its activities being carried on as 
separate functions. The war and post- 
war periods, however, have emphasized 
the need for integration of all the per- 
sonnel functions. It is now recognized 
that such integration strengthens, 
rather than weakens each phase of the 
program. 

During the war there was a feeling 
that personnel work was so technical 
that only a personnel department could 
handle it. And many wartime super- 
visors had neither the interest nor the 
training to perform any personnel func- 
tion. Since the end of the war, how- 
ever, there has been a marked trend 
toward re-establishment of. personnel 
as a staff department which serves the 
line organization, and a concomitant 
trend toward placing in the line or- 
ganization final responsibility for car- 
rying out the personnel program. 

It is the responsibility of the operat- 
ing official to make final selection of 
his subordinates, train them, recom- 
mend wage or salary adjustments, en- 
force safety rules, handle grievances, 
administer discipline—in short, to per- 
form every function apparently the 
function of the personnel department. 
This requires the exercise of self- 
discipline by personnel men. When 
executives are assigned to a personnel 
department, they must understand the 
differences in line and staff functions. 
They must realize that the quality 
and permanence of the program depend 
upon the advice and assistance given 
by the staff to each level of operating 
management, but that it is the line 
organization which retains full au- 
thority and responsibility for the pro- 
gram developed jointly. 

These trends in personnel adminis- 
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tration actually constitute a balanced 
program for achieving the goal of high 
earnings for employees, competitive 
costs per unit for the employer, and 


They present a real challenge to every 
company, to every executive. 

From an address by Robert D. Gray 
before the California Personnel Man- 





reasonable prices for the consumer. agement Association. 
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Formal Education for House Organ Editors 


-HE need for direct cooperation between industry and educators was underlined 

by respondents to a recent national survey,* conducted among the heads of 69 
schools and departments of journalism, to determine what secondary education is 
available to editors and potential editors of company publications. 


A significant 91 per cent of the respondents indicated they would like to have 
a list of business firms in their locality which would be interested in employing 
graduates having industrial journalism training; 80 per cent expressed a desire to 
cooperate with industrial editorial associations in planning their courses. 


The preblem of securing competent editors for the steadily expanding house 
organ field—one of management’s major lines of communication with employees, 
customers, and stockholders—is acute. Publications have expanded in number from 
an estimated 2,500-3,000 before the war to approximately 6,000 today, authorities 
say. Total investments by industry in house organs have been estimated to exceed 
$108,000,000 annually. Yet, the available supply of trained editors has not kept 
abreast of the increasing demand. 


The survey revealed the confusion existing among educators as to the place 
of industrial journalism in the curriculum: Of the 55 per cent of the schools that 
offer undergraduate instruction in house organ editing, only 31 per cent give a 
separate and complete course in this subject; the other 24 per cent include such 
instruction with other courses. 


Confusion also exists as to what title should designate such a course: The 31 
per cent mentioned above offer 22 courses, but these courses have 17 different 
titles. The highest point of agreement is reached with the title, “Trade and Tech- 
nical Journalism,” which was common to only four schools. In pointing out this 
confusion, the study recommends standardization. Specifically, the title “Industria! 
Journalism” is suggested for courses devoted entirely to company communication 
problems. “Trade and Industrial Journalism” is suggested for courses which em- 
brace the study of trade journals, the emphasis of the course to determine the pref- 
erential position of the descriptive adjectives “Trade” or “Industrial.” 


That educators are aware of the increasing importance of the house organ 
editor in the business field is evidenced by the increase in industrial courses in 
recent years. While 39 per cent have been in existence for over 10 years, 40 per cent 
have been established within the last five years. A large percentage of the schools 
not having such courses are planning them. In all, 72 per cent of the respondents 
reported either having a course or planning one. 


Twenty-three per cent of the respondents now offer postgraduate training, 
8 per cent offer extension courses, and 10 per cent offer evening courses. More- 
over, 34 per cent offer seminar, short courses or other specialized instruction for 
working editors. 


Of the schools not having courses as yet, 20 per cent are planning some form 
of instruction for working editors. 


The educators’ interest in cooperating with industry is shown in the relation- 
ship—already established or desired—with industrial editorial associations : Twenty- 
three per cent of the schools having or proposing formal courses now cooperate 
with such associations; 39 per cent of the same group do not cooperate but are 
willing ; 18 per cent not having or proposing courses are also willing to cooperate. 
Thus 80 per cent of the reeognized schools and departments of journalism sur- 
veyed desire to cooperate with industry in suitable programs to improve house 
organ editing standards. 


*The survey was sponsored by the American Association of Industrial Editors, and con- 
ducted by Robert D. Breth, Instructor in Industrial Journalism at Temple University, Phila- 
delphia, in cooperation with A. J. Wood and Company. 
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plan must be completely acceptable 
to employees. They must understand 





clearly how it insures them equal pay 
for equal work and adequate additional 


| pay for difficult or disagreeable work. 
) When management installs job eval- 


uation, it must be ready to answer such 
employee questions as the following: 
How have the job duties been deter- 
mined? Who determines these job 
duties? Has credit been given for all 
duties? How have point values been 
assigned ? How is the wage determined 
from the final point value? How much 
extra pay does a differential of 100 





points represent? How was this deter- 
mined? When general increases (or 
decreases) are necessary, how is the 
revision distributed? How does this 
affect the relationship between wages 
and points? 

The Milwaukee Boston Store, Inc., 
Milwaukee, tried to anticipate such 
questions in installing its job evalua- 
tion plan, which is based on the fol- 
lowing principles: 


? 1. Each job is evaluated on the basis 
| of a complete written description of it, 


prepared by an employee designated 
by the personnel director. 





2. Job descriptions are based on in- 


| formation secured from job incum- 


bents’ immediate supervisors. 

3. The description for each job is 
reviewed by the immediate supervisor 
and by at least one worker employed 
on that job, and revised in accordance 
with their suggestions. 

4. The evaluation of each job is 


¢ made by a Boston Store employee des- 


ignated by the personnel director. 
5. Each job is graded on 10 factors 
(see table), considering the minimum 








requirements for each factor sepa- 
rately. 
6. Each grade, for each factor, has 
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An Effective Job 
To be successful, a job evaluation 


Evaluation Plan 


a point value assigned. After grading 
the job for each factor, the evaluator 
determines the point value for each 
factor, and totals all the point values 
to obtain the total points for the job. 


7. The point values determined for 
the various jobs are constant factors, 
which will not be affected by variations 
in general wage rates. Thus variations 
in the rates do not disturb the rate 
differential between jobs. 


8. The total point value for each 
job is divided by 100, then multiplied 
by the current basic hiring rate for 
new store employees. This gives the 
minimum rate for the job. (The cur- 
rent basic hiring rate maintains a 
point value of 100 points at all times.) 


9. The total point value for each job 
determines the ratio between the maxi- 
mum and minimum rate for the job. 
Jobs which pay more have a greater 
spread between maximum and mini- 
mum rates. 


10. Employees are paid within the 
range of the maximum and minimum 
rate for the job they are on.* 


11. Supervisors make periodic em- 
ployee merit rating** appraisals and, 
where justified, recommend increases 
within the range of the job. Employees 
at the top of the range for their job, 
with good merit rating appraisals, re- 
ceive special consideration for promo- 
tions. 


12. When a new job is established 
or the duties of a job are changed, the 
supervisor notifies the personnel direc- 
tor so that the descriptions and evalu- 
ations are kept up to date. 





*In the case of an employee who is already paid 
over the maximum, no reduction in pay w 
made, but an attempt will be made to place the 
worker on a job commensurate with the pay. 

** Merit ratings are based on the following fac- 
tors: quality of work, quantity of work, de- 
as judgment, initiative, human rela- 

ions. 
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To make the plan readily under- 
standable, 100 points was selected as 
the proper value for the jobs at the 
“bottom of the ladder.” 


Maintaining these “bottom of the 
ladder” jobs at 100 points at all times 
gears the entire rate structure to its 
most sensitive point, where the laws of 
supply and demand reflect changing 
economic conditions quickly. When a 
$2-a-week increase (or decrease) is 
made in the minimum of these 100- 
point jobs, the 200-point jobs auto- 
matically receive a $4-a-week increase 
(or decrease) in their minimum, and 
so on. 


Following a study of about a dozen 
key jobs whose current wage manage- 
ment felt was about right, a job evalu- 
ation manual was prepared. Six grades 
were provided within each of the 10 
factors. Total points assigned were 
500, distributed as follows: Skill Re- 
quirement Factors—Education, 10 per 
cent ; Job Knowledge, 15 per cent ; Cus- 
tomer Contact. 10 per cent; Personal 
Contact (other than customer contact), 
10 per cent; Special Aptitudes, 7 per 
cent. Responsibility Requirement Fac- 
tors—Supervision, 12 per cent; Re- 
sponsibility, 15 per cent. Effort Re- 
quirement Factors—Mental Effort, 9 
per cent; Physical Effort, 6 per cent. 
Working Conditions Factor—Working 
Conditions, 6 per cent. 


A geometric progression was found 
to be the best solution to the problem 
of the proper ratio of point values to 
be assigned to the various grades with- 
in the factors. This geometric progres- 
sion, together with the listed percent- 
age weighting of the various factors, 
resulted in the following table of point 
values : 
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Education 7 10 15 22 388 ge 
Job Knowledge 10 15 22 88 50 7% 
Customer Contact 0 10 15 22 38 50 


Personal Contact 
(other than 
Customer Contact) 7 

Special Aptitudes 0 

Supervision 0 

Responsibility 10 15 22 88 50 1% 

Mental Effort 6 

Physical Effort 4 

Working Conditions 4 


A committee was set up to evaluate 
a selected group of 50 jobs, covering 
such a wide range as cashier, carpen- 
ter, dishwasher, manager of statistics 
department, and restaurant bus per- 
son. The committee which participated 
in this evaluation included the store 
superintendent, personnel director, in- 
dustrial engineer, controller, store pres- 
ident, and a merchandise manager. The 
criterion the evaluation committee used 
in judging the evaluation results on 
the selected jobs was: “Do the evalua- 
tion results consistently follow the 
planned trend, when a graph is plotted 
to show the relationship between 
weekly earnings and evalution points?” 


The evaluation results did follow 
the trend to the satisfaction of the eval- 
uation committee. Many of the jobs 
evaluated were being paid within the 
ranges indicated, and those outside the 
ranges were about equally divided be- 
tween “over” and “under.” Conse- 
quently, the decision was to proceed 
with evaluation of all the rest of the 
store jobs, using the evaluation manual 
and point assignment as presented. 


When all jobs in the store had been 
evaluated, a summary was prepared 
for each divisional manager, listing the 
evaluation results within his division. 
Each divisional manager was asked to 
comment on the results. Jobs which 
appeared to a divisional manager to be 
out of line were discussed and evalu- 
ated with him, and justifiable changes 
were made. 


When agreement was reached with 
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° was made of the current salaries with raising all the below-minimum rates to 
50 the indicated evaluation ranges. A the minimum evaluated rate. 
summary was then prepared by the By Ratpw T. Dineman. Stores, 
35 personnel director, to furnish manage- March, 1948, p. 31:3. 
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Modeling the Policy Manual in Supervisory Conferences 
te T Rocky Mount Mills, Rocky Mount, N. C., the company’s foreman policy 
1g program and manual were developed slowly and carefully through supervisory 
n- conferences. Now, the completed master manual systematically covers department 
cs supervisors, shift foremen, and the various types of employees, including adminis- 
| tration. 
” A section of the company policy manual has been printed separately for em- 
ed ployees, and is called Playing the Game at Rocky Mount Mills. In both manuals, 
re § company policies are treated informally—as “rules of the game.” 
n- Before the supervisor conferences which formulated the policy manual, the 
’ supervisory staff was not functioning as a systematic “team”—some foremen were 
S- overburdened, some were misinformed as to what the company expected of them. 
he The manual is the result of many months of group discussions of plant 
ed problems, under the leadership of the personnel director, who acted officially for 
on management. Now the relationship of department supervisors is so satisfactory, 
and employee morale so high, that the company would not consider reverting to 
‘a- the old method of verbal instructions without a policy manual. 
he In the manuals, legal expressions have been avoided, and the everyday lan- 
ed guage of the supervisor and employee has been used wherever possible. 
—Supervision 11/48 
en 
?” 
Ww Foremanship in Russia 
- TANDARDS of foremanship in Russian industrial plants are far below those 
bs found in American factories, because the Russian foreman receives no training 
he ? in human relations or modern administrative methods, according to a recent 
h study by the Labor Relations Institute. The salient discovery of this study is that 
‘ the Russians have not discovered there is a direct positive correlation between 
e- human relations—the art of getting along with people—and high production. 
e- Typical gripes of the Russian supervisor, as viewed through the eyes of the 
ed American foreman who would have to work under similar conditions, should be 
" the following, according to an article in the Institute’s publication, Foreman Facts: 
e (1) The Russian foreman is often prevented from attending to his job because he 
ial *, has too many forms to fil out. (2) He lacks authority to maintain discipline in 
his department, and his job is too much like that of a clerk. (3) The plant manager 
issues orders over his head. 
en __The Russian worker is promoted to foremanship solely on the basis of his 
ed ability to produce faster and better than other men in his department, the survey 
io shows. Typical duties and working conditions of the Russian foreman contrast 
sharply with those of the American supervisor, who is today regarded as an im- 
yn. portant arm of management. 
to Q Here are some of the problems faced by the Russian supervisor: 
ch 1. He may receive a prison sentence if his department habitually turns out 
be low quality work. Yet late figures show percentages of rejects runs as high as 23 


per cent of expenditures for all raw materials. 


u- 2. Russian standards of work, unlike American standards, make no allow- 
eS ances for such factors as the human element, fatigue, machine breakdowns, etc. 
3. Despite laws designed to assure worker safety, the latest handbook of the 
th Soviet Union acknowledges a yearly accident rate of over 4,000,000 industrial in- 
juries. 
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Trainee Plan Taps Ranks for Leaders 




















T has been basic policy for years at Sears, Roebuck & Company that all key 
officials come up through the ranks. The organization has a broadly human pro- | 
gram of selection, measurement, training, and promotion to implement that policy. 
Sears makes an annual detailed appraisal of each of 120,000 men and women. 
Every year a single “formal” appraisal, with informal ratings, is made of em- 
ployees in a “reserve group” of promotables. Sears estimates it has 7,000 executive A 
positions, and tries to provide for replacement and expansion at the junior official 
levels. Rep 

Men or women in the reserve group may be university graduates whose selec- forv 
tion tests and interviews and scholastic background justified their being put on to c 
tap for supervisory work even before “trainee” tasks are completed. 

Or they may have been on the job for years. They may be people who got a ary 
job in a Sears store at 18 and whose store manager has recommended them for sing 
executive reserve status. Wh 

Information available on the group includes complete employment records, k 
continuing appraisals by immediate superiors, psychological evaluations on the see 
basis of tests and interviews, and studies of promotion “potential” in a five-year field 
period. trad 

The “potential” list may place a candidate’s name opposite five or six differ-' sn 
ent job classifications. Dates inserted show that he should be ready for one job § : 
in 1951, some other one in 1949, and a third position in 1953. witl 

Training at Sears involves a lot of job rotation. An important part of the O 
program is “homework,” mostly reading recommended by the company, and, of 
course, detailed discussion programs also worked out. Many a promotable young resp 
person with less than high school education has filled the gaps with Sears’ is tl 
homework. Elaborate training outlines have been worked out for managers to use and 
in training and retraining subordinate officials and reserve group members, as well 
as for basic job classifications. that 

Sears for years has used tests—psychological evaluation—to measure “po- Yor 
tential.” The tests are a training guide as well as an aid in actual selection. now 

Executive psychological testing also is used in Sears’ “senior reserve group.” res 
This group is composed of officials getting ready for such jobs as general manager oo 
of a mail order plant or large store manager. After a man gets one of those jobs, plan 
his training by rotation and reading still may not end. If he is headed for higher bina 
responsibility he may be taken to the headquarters for staff work to make him | rac 
“broad-guaged enough” for high responsibility. P 

—Joz Ecetuorr in The Journal of Commerce 8/19/48 | of f 

can 

Cutti — Wast for 
utting Training Waste ing 

ANY positions in industry require extensive periods of training. In one such 5 

job in which new employees reached acceptable production rates after periods | aes 
of training ranging from six to 15 months, study’ of fast and slow learners showed g 
that these two groups could be differentiated as early as the end of the second two: 
week of training. Separations or transfers at this early stage could be made with wor 
20 per cent better than chance accuracy. By the end of the sixth week of training, ache 
this advantage over chance had risen to 63 per cent. No further increase in accuracy . 
is possible if the results from one group are to be used as a standard for action rele 
on another. . New 

—Personnel Psychology, Autumn, 1948 ‘ 
riou 
alte 
prov 
MIDWINTER PERSONNEL CONFERENCE and 
The Midwinter Personnel Conference of the American Man- estal 
agement Association will be held on Monday, Tuesday, and grar 
Wednesday, February 14-16, 1949, at The Palmer House, Chicago. cove 
12 
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Closing the Gap Between Industry and Education 
By GRACE BRENNAN 
Assistant Administrative Director of Guidance 


Office of Superintendent of Schools 
Board of Education of the City of New York 


large majority of our high school 
A students today—the Harvard 
Report estimates 75 per cent—look 
forward directly to work rather than 
to college. Thus the concept of second- 
ary education has changed from the 
single purpose of training for college. 
Whether the work our students will 
seek is to be in the professions, in the 
field of business, or in the skilled 
trades, preparation for it must be 
given in the high schools concurrently 
with traditional education. 

One way of meeting this increasing 
responsibility of secondary education 
is through a program of cooperative 
and apprenticeship education, such as 
that which has been operating in New 
York City for the past 33 years and is 
now being greatly expanded to meet 
present-day needs. The cooperative 
plan consists essentially of the com- 
bination of general education with 
practical experience during the period 
of formal education when the schools 
can assume part of the responsibility 
for the transition from school to work- 
ing life. 

There are various ways of organiz- 
ing the plan, such as alternate-week or 
two-week periods at school and at 
work; part-time daily attendance at 
school and at work; and periods of 
released time from school to work. The 
New York City schools have used va- 
rious adaptations of schedule, with the 
alternate-week at school and at work 
proving the most acceptable to pupil 
and employer. Thus this has been 
established as the pattern for the pro- 
gram throughout the city. The plan 
covers approximately 2,200 pupils in 
12 academic high schools and 500 
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pupils in four vocational high schools. 

Under the cooperative program, the 
school system undertakes the place- 
ment of the pupils on jobs, their super- 
vision, follow-up, and rating. More- 
over, recognition of the educational 
value of such experience is indicated 
by the allotment of credit toward 
diplomas for it just as for any subject 
required in the curriculum. 

The alternate-week cooperative 
classes were first authorized in New 
York City in 1915 and have been main- 
tained successfully to the present time. 
The pupils in the plan attend school 
full time during the first two years of 
high school and attend school and work 
on alternate weeks during their junior 
and senior years of high school. 

Pupils work in pairs, one at school 
and one on the job; thus the job is 
always covered. Initially, the business 
man trains two people, and these two 
continue until graduated from school, 
at which time they are available for 
full-time employment. Thus the co- 
operative plan guarantees to the em- 
ployer a continuing source of full-time 
employees who are, upon graduation 
from high school, already trained for 
individual firm needs and positions of 
responsibility. Certification for em- 
ployment and other requirements at- 
tendant upon the proper induction of 
minors into business and industry are 
arranged for by the school system. 

All business contacts, job selection, 
and placement are the responsibility of 
the Cooperative Office at the Board of 
Education. 

Cooperative pupils receive the pre- 
vailing wages paid to other workers 
performing similar duties, and they 
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meet all conditions existing within the 
organization. 

The cooperative course has not the 
function of an employment bureau; it 
is a system of education combining 
training and experience. Should a 
pupil leave school prior to graduation, 
he must resign from his job. Employ- 
ers are asked to cooperate in this effort 
by not retaining such pupils. 

Cooperative pupils work as pages, 
general clericals, file clerks, typists, 
bookkeepers, stenographers, reception- 
ists, stock clerks, markers, sales people, 
business machine operators, and in 
specific trades. 

In any discussion of cooperative 
education, attention should be focused 
on three groups that must cooperate 
actively if the program is to succeed— 
the pupils, the schools, and the com- 
munity. The community, of course, 
means industry and labor. 

What are the benefits to pupils in 
such a program? Cooperative educa- 
tion offers the soundest form of guid- 
ance. Pupils’ interests and abilities are 
studied and cooperative classes selected 
accordingly. Provision is made for 
work-experience in the field chosen, 
with the possibility of promotion 
within it or of change to a different 
area of work if such adjustment proves 
desirable. Moreover, participants se- 
cure experience in the bona fide world 
of business ; and many benefit by being 
able to stay in school longer. 

The economic remuneration to the 
pupil is important as it is often needed 
to help out the family budget; pupils’ 
earnings in New York City last year 
amounted to more than a million dol- 
lars. Its importance is not in excess of 
the intangible benefits that accrue to 
pupils in personal development, matur- 
ity, ability to get along with people, 
qualities of leadership, dependability 
and a sense of purpose. 


622 





The second cooperating group men. } 


tioned was the schools. Work as a 
factor in the school curriculum must 
be wholeheartedly accepted by the ad- 
ministration of the school system, 
The coveted school time which has 
been reserved for traditional subjects 
must be allotted in a program of this 
kind to work-experience as well. This 
means more than acceptance in our 
thinking and philosophy. It means that 
provision must be made in budgets for 
teaching and administrative personnel 
for work-experience just as for any 
other subject in the curriculum. 

Under the recent amendment to the 
New York State education law, state 
aid is granted to local school systems 
for pupils for the time spent in indus- 
try as well as in school. Thus generous 
provision in teacher time is possible 
for the instruction of classes of smaller 
size and for the supervision of coop- 
erative pupils at work. The limitations 
heretofore imposed by lack of funds 
to promote the program no _ longer 
exist. 

Management seeks in apprentices 
personal qualities and skills that re- 
sult from adequate academic and voca- 
tional education. Business executives 
spend thousands of dollars each year 
to improve selective processes, retrain 
old employees, and develop new em- 
ployees more effectively. Part of the 
solution to the employer’s problem of 
turnover and retraining. seems to lie 
in closer cooperation with the schools 
in the selection of beginning employees 
for all lines of work. The schools are 
the largest source of supply of any 
community. Industry further gains 
from cooperation with the school in a 
program of this kind through the easy 
adjustment of the young person to the 
realities of business, industry or the 
trades. 

Closely allied to our relations with 
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business are our relations with labor. 
Here again, our program and its pupils 
are the recipients of favorable coop- 
eration. Organized labor concerns it- 
self with safeguards with respect to 
supply and demand. They ask us to 
confer with them prior to instituting 
special cooperative trade courses so 
that we may know the possibilities for 
absorption in specific areas of work. 
They ask us so to plan the program 
that at no time will the adult wage 


earned be unemployed while the minor 
wage earner holds a job. However, 
they stand ready and willing to aid us 
in the expansion of the program. 

By combining education with work, 
industry participates in assuming re- 
sponsibility for the development of 
young people. This cooperation, we be- 
lieve, results in better-adjusted youth, 
in lower turnover at work, and ul- 
timately in a more stable economy. 




















Regional Wage Differentials: 1907-46 


EW aspects of the country’s wage structure have aroused more public interest 

or created more difficult problems for management and organized labor than 
the existence of regional wage differentials. Bricklayers in Chicago are paid more 
than bricklayers in Milwaukee; women attaching pockets to overalls in factories 
in the Northeast earn more per hour than women doing the same kind of work in 
plants in the South. 

A Bureau of Labor Statistics study of average hourly earnings for manufac- 
turing occupations in 1907, 1919, 1931-32, and 1945-46, indicates that there was 
greater wage uniformity among regions in 1945-46 than in 1931-32 and 1907, but 
that the percentage differential between the high- and low-wage regions was about 
the same in 1945-46 as in 1919. 

The level of occupational wages was about 51 per cent higher, on the average, 
in the Far West than in the South in 1907. By 1919, this spread had been re- 
duced to approximately 32‘ per cent by reason of the loss in position of the Far 
West. The over-all differential widened after 1919 as the South lost ground, and in 
1931-32 the spread between the Far West and the South amounted to 53 per cent. 
Later improvement in the position of the South accounts for the reduction in the 
Far West-South differential to about 35 per cent by 1945-46. 

The reasons for the improvement in the position of manufacturing wages in 
the South between 1931-32 and 1945-46 are more readily apparent than those for 
the earlier loss. Because of the relatively low wages paid in the South, this region 
was undoubtedly affected to a greater proportionate extent than others by the NRA 
codes, the Fair Labor Standards Act, and other federal wage legislation; by the 
spread of unionization; and by the full employment of the war years. 

Compared with the Far West and South, the Middle West showed a gain in 
status between 1907 and 1945-46—a considerable narrowing of differentials with 
respect to the high-wage Far West region and a slight widening of the spread 
over the low-wage southern region. 

In the same period, the Northeast advanced in relation to the Far West, but 
its status relative to the South and Middle West remained about the same. 

—JoserH W. Biocu in Monthly Labor Review 4/48 





* REMINGTON RAND’S Employee Suggestion Plan has netted company employees 
more than $100,000 since the program was reorganized in the Spring of 1945, it was an- 
nounced recently. More than 5,000 ideas have been adopted thus far, with the 5,000th award 
going to James Visingardi, a paint sprayer in the company’s ABC plant at Ilion, N. Y. 
All Remington Rand adopted suggestions are checked after a six-month period for pur- 
pose of increasing awards to individuals where warranted. During the past three years, 
three employees have received as high as $1,500 for their suggestions. 
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The Management of Maintenance 


OW to budget plant maintenance 

ranks as one of the big operating 
questions today when management rea- 
lizes the important relationship be- 
tween total maintenance cost and total 
product cost. Described here is a three- 
step program for establishing main- 
tenance control where little or none 
existed before. This program will 
reduce maintenance cost with no in- 
crease in product cost. Or it will call 
for extra maintenance hours that will 
be more than offset by lower product 
costs, and perhaps better quality. 


Step 1—Establish optimum amount 
of service to be rendered by mainte- 
nance that will result in minimum total 
product cost. 

To accomplish Step 1, it is necessary 
first to ask a few questions: 


Has the need for maintenance “backed 
up,” so that abnormal expenditures will 
be required to catch up? 

Does the maintenance organization, by 
and large, do all the maintenance work, 
leaving to manufacturing only such work 
as should logically be done by it? 

What items of plant and equipment 
can justify preventive inspections, peri- 
odical overhauls, or changes? 

What items of plant and equipment 
can best be maintained merely by non- 
scheduled requisitions from operating 
supervisors ? 

What work can be pre-planned and 
held for fill-in jobs? 

Would a record of maintenance costs 
on individual items of equipment be 
justified, to reveal unscheduled work 
that should be scheduled? 


To answer these questions, a study 
must be made of all plant buildings, 
services, and equipment—item by item 
—to determine maintenance work 
needed on each item. In making this 
study, an analysis and description of 
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the various kinds of maintenance work 
will clarify objectives: (1) periodic 
repair or service jobs; (2) preventive 
inspections; (3) repair jobs initiated 
by preventive inspection; (4) repair 
jobs after element has failed. 

The study of all plant buildings, 
services, and equipment for mainte- 
nance requirements would be made by; 


1. Discussing the ‘proposed study 
with top management and operating 
and maintenance supervision. 


2. Developing equipment records 
that will give an inventory of all ma- 
chines and auxiliary equipment. 


3. Determining vital equipment and 
studying it first. 

4. Determining needed preventive 
maintenance inspections —i.e., estab- 
lishing what to inspect for, frequency 
of inspection, craft involved, time re- 
quired to inspect—and recording all 
this information on forms. Decisions 
should be checked with both operating 
and maintenance supervision. 

5. Preparing similar records for 
periodic repair or service jobs. 

Step 2—Reduce the cost of the 
maintenance service by improving 
maintenance methods and allocation of 
men and materials. 

In attacking this objective: (1) 
Make methods studies. (2) Dispatch 
all jobs from a central control point. 


The important thing is that the 
maintenance men will go to one central 
point to get their orders, and that 
someone is there to whom can be fed 
all information from below and from 
above, and who will determine priori- 
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ties, workloads, shortages, and hold- 
ups. 

Many administrative functions can 
be taken over by a dispatcher. He can: 

1. Receive repair work orders either 
directly from operating department or 
through maintenance department office. 

2. Check to see that accounting re- 
quirements are met as to shop order, 
account number, etc. 

3. See that necessary approvals have 
been obtained. 

4. Make sure that “date wanted” is 
on order. 

5. Schedule job and notify operating 
supervisor if desired. 

6. File all work by some visible 
index that will show load in back of 
each maintenance unit. The unit may 
be individual mechanics, crews, crafts, 
maintenance divisions, etc. The index 
will be preferably subdivided into pre- 
ventive maintenance work and repair 
work. 

7. Build up the amount of load 
ahead in terms of time units. 

8. Give out maintenance work to 
individuals, crews, or, less preferably, 
foremen. Foremen will be in close 
touch with their load ahead, however, 
and either will agree with dispatcher 
on order of work or will take over the 
job of assigning the work themselves. 

9. Receive time tickets from main- 
tenance men and prepare time reports 
for maintenance office and payroll de- 
partment. 

10. Close out work orders when 
completed. 


From the procedure of accumulating 
data for optimum maintenance de- 
scribed in Step 1, it is possible to 
derive schedule sheets for weekly, 
monthly, quarterly, and longer-term in- 
spection requirements. Schedule sheets 
may be drawn up for single machines, 
machine groups, departments, service 
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functions (such as lighting, heating, 
ventilating) as befits the plant and 
process involved. The main point is 
that no machine or function is omitted. 


It remains now simply to interpret 
these schedules into work orders. The 
easiest method, if feasible, is to use 
the schedules themselves as orders, 
though some plants prefer to trans- 
fer them to individual work orders. 
Either way, the orders are preplanned 
by the dispatcher and assigned to an 
inspector on the due date. 


The effectiveness of any maintenance 
program depends largely on having 
materials on hand when needed. A 
close inventory control over spare 
parts and supplies is mandatory, there- 
fore, not only to minimize machine 
downtime but also to insure a proper 
balance of quantities held in stock. 


STEP 3—Control the cost of mainte- 
nance service rendered, by setting up 
management tools that will keep ex- 
penditures within established limits. 


The simplest form of control, and 
the most vital, is proper authorization 
of each job. Small jobs might need 
only an okay from the operating super- 
visor and a maintenance supervisor. 
Larger jobs might require an okay 
from higher-ranking supervisors in the 
operating and maintenance groups, 
whereas still larger jobs might require 
local top management approval. Limits 
in each case can be set in terms of 
estimated cost. 

Another useful means of control is 
the estimate of the cost of materials and 
labor necessary for the job. The au- 
thorization procedure insures that only 
the jobs that should be done are 
started ; the estimate helps to keep the 
cost of these jobs within bounds. There 
should be uniform practice in prepar- 
ing estimates. Maintenance workers 
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responsible for doing the jobs should 
know how much the estimates are, and 
the people making the estimates should 
know the comparison with subsequent 
actual costs. 


Budgets supplement the authoriza- 
tion procedure and the job estimate. A 
budget controls the rate at which jobs 
are authorized. If top management de- 
cides in advance that it can afford to 
spend only a certain amount for main- 
tenance during a period, the budget 
will force operating people to choose 
the most important jobs from among 
the many they would like to get done. 
Use of a budget also gives the main- 
tenance chief a means of gauging the 
size of maintenance force required. 
Budgets can be used for both materials 
and labor. 


Budgets are useless for cost control, 
however, without periodic comparison 
reports of actual expenditures. These 
reports should show at a glance where 
costs are in line and where they are 





becoming excessive, as well as where 
more leeway can be allowed. They 
can be drawn up in units of dollars, 
man-hours, or any other unit that can 
most easily be interpreted into correc- 
tive action by the executive receiving 
the report. 

To be effective, reports should be 
issued promptly and regularly. Top 
management may either choose the 
reports it wishes to see, or have the 
key figures taken off onto a summary 
report for close examination. 

Controlled maintenance answers the 
question of what to allow for plant 
maintenance costs. Savings resulting 
from such a systematic approach to the 
maintenance question have run as high 
as 30 per cent. Even a modest 10 per 
cent, however, would be a welcome 
addition to any company’s profit 
column. 

By Donatp T. Warp. Factory Man- 
agement and Maintenance, July, 1948, 
p. 89:8. 


The Technique of Experimenting in the Factory 


VERY FACTORY has its Chief 

Trouble-Shooter. Sometimes he is 
the foreman of the job, sometimes the 
chief inspector, the superintendent, or 
again the process engineer. Whatever 
his title, to him falls the job of pressing 
the right buttons to keep the job hum- 
ming in a quality sense. Ingenuity, 
detective ability, horse sense, and 
intimate familiarity with the process, 
are usually the chief tools in his kit. 
Frequently, however, the issues are so 
important that he cannot rely solely 
on these but must resort to “making an 
experiment” to let the facts “speak for 
themselves.” 
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Unfortunately, “facts” thus obtained 
often speak double-talk. What is a 
sound conclusion today fails to stand 
up tomorrow. Such failures frequently 
can be traced to certain fallacies in the 
experimenter’s thinking—e.g., _ the 
“ouinea pig,” the “rabbit’s foot,” and 
the “squeaky wheel” fallacies. 

The “guinea pig” fallacy is so called 
because it used to occur in medical re- 
search as: “Because it is true of guinea 
pigs, therefore it is true of human 
beings.” It is the fallacy of inducing 
too general a truth from too limited an 
amount of data, or of extending an 
induction from one set of circum- 
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stances to an entirely new set of cir- 
cumstances, under which it is not, per 
se, applicable. This fallacious reason- 
ing is readily apparent in the case of 
one inspection supervisor who used to 
“spot-check” his employees’ work 
daily by sampling from the top tray of 
the day’s skidload as it left his depart- 
ment. Somehow, his results always 
were at odds with the assembly depart- 
ment’s later findings. He finally dis- 
covered that the routine of picking up 
the inspectors’ work practically guar- 
anteed that the top tray would always 
be the work of the same operator—a 
very competent one. 

The cure for the “guinea pig” fallacy 
is to broaden the base of the experi- 
ment. Include more than one operator, 
more than one machine, more than one 
batch of material. In short, make the 
experiment as truly representative of 
the production conditions as possible, 
yet in such a way that the effect of 
these “extraneous” variables can be 
evaluated when the experiment is com- 
pleted. 

In the “rabbit’s foot” fallacy, the 
implication of the rabbit’s foot is that 
a particular piece of good luck befell 
its owner because he rubbed the poor 
deceased animal’s pedal extremity. It 
is the fallacy of false cause or of asso- 
ciating an effect with a cause with 
which it is not, in truth, associated. 
Perhaps the most common industrial 
case of this fallacy is the theory that 
an innovation in material or processing 
can be evaluated by substituting it for 
the standard method in production for 
“a day or two.” The experimenter is 
supposed to be able to conclude that, 
because the quality of the product was 
better (or worse) that day, it was the 
result of the innovation. Too many 
times, when innovations are hurriedly 
tried, localized effects are mistaken for 
basic ones; and the experimenter is off 
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to another false start. He is guilty of 
assuming that one thing has caused 
another thing merely because the sec- 
ond follows the first in point of time. 

The surest cure for the “rabbit’s 
foot” fallacy is to demand that the 
experiment have an adequate “con- 
trol.” It will be recalled that Pasteur 
had to resist the impulse to inoculate 
all the anthrax cases with his vaccine so 
that he would have a controlled group 
which did not receive the treatment. 
If a new material is to be tested, it 
should be compared with the standard 
material run through the identical set- 
up at the same time. Errors or varia- 
tions should not be depended on to 
“cancel each other” unless a positive 
effort is made to see that they actually 
distribute themselves uniformly. An- 
other way to steer clear of this fallacy 
is to hold suspect any conclusion pur- 
porting to show the cause of a par- 
ticular effect when the argument is 
based mainly on the fact that the effect 
followed the supposed cause in terms 
of time. 

The “squeaky wheel” operates on 
the principle that the “squeaky wheel 
gets the grease.” It says: “If we don’t 
hear any complaints from the foreman, 
we can assume this new material is 
O.K.” It is the philosophy of negativ- 
ism. In experimental work, this fallacy 
arises when decisions are based on the 
absence of contrary evidence rather 
than the presence of positive support- 
ing evidence. 

To cure this fallacy, an investigation 
into the facts should be made and pos- 
itive evidence obtained. Francis Bacon 
had the answer to this when he wrote: 
“If a man will begin with certainties, 
he shall end in doubts; but, if he will 
be content to begin in doubts, he will 
end in certainties.” 

The most effective method of ex- 
perimentation is based upon the deduc- 
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tive-inductive method of approach: 


(1) By careful examination of all 
available information (sometimes with 
the assistance of simple preliminary 
experiments), the experimenter pro- 
ceeds to deduce all possible causes for 
the observed effect. Broadly speaking, 
these will be found within the cate- 
gories of Men, Machines, Material, 
and Method. 


(2) He then designs an inductive 
experiment in which the samples are 
so arranged with respect to one an- 
other that all possible “causes” are 
contained in a single coordinated plan. 


(3) Upon completion of the experi- 
ment, he is able to analyze the results 
to determine how much, if any, of the 
observed quality effect was contributed 
by each of the “causes.” 


This approach has the obvious virtue 
that, since all the “causes” were pres- 
ent and acted on the samples in a 
known way, the inapplicable “causes” 
will be discarded with finality and the 
applicable ones selected with confi- 
dence. In the use of this technique, the 
entire viewpoint of the experiment may 
be shifted. The primary objective may 
be no longer merely to spot and cor- 
rect the present ailment but to draw 
an outline of the main cause systems 
affecting the quality of the product so 
that both present and future maladies 
can be diagnosed. 


Those familiar with statistical meth- 
ods of design and analysis will readily 
agree that this is the most effective and 
efficient method of experimentation. 
Much of the same general philosophy, 
however, can be applied without use 
of statistics. A brief consideration of 
the fundamental design factors of the 
statistically-conceived experiment will 
be necessary to show how this can be 
accomplished. 


Having at hand the list of all vari- 
ables conceivably capable of producing 
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the effect under examination, the ex- 
perimenter’s first step is to decide in 
each case whether the variables will be 
standardized, randomized, or deliber- 
ately varied. 


Standardizing a variable is limiting 
it to one value or item for all samples 
of the experiment. Its advantage is 
that it keeps down the magnitude of 
the experiment. The experiment, how- 
ever, becomes incapable of shedding 
any light on the effect of that variable. 
If that variable is one of the many un- 
suspected causes of variation, this may 
be a serious loss. Moreover, when a 
variable is standardized, one is prone 
to commit the “guinea pig”’ fallacy and 
attempt unjustifiably to extend the 
results of the experiment to other 
values of this variable. 


To randomize a variable is to permit 
each of the samples of the experiment 
an equal chance of having any particu- 
lar value of the randomized variable 
associated with it. The advantage of 
randomizing is that it prevents con- 
founding of the experiment. Thus, if 
one lot of material is used on one 
machine and a second lot on another 
machine, it will be impossible to state 
whether the result is characteristic of 
the material or the machine—the ex- 
periment is confounded. One way of 
randomizing would be to mix thor- 
oughly the two lots of material and 
select the two machine samples at 
random from the mixture. 

The disadvantage of randomizing is 
that it pools one more variable into the 
“experimental error’—which is de- 
fined for present purposes as the dif- 
ferences between samples treated iden- 
tically (e.g., if, in the above, the two 
lots of material are, in fact, different, 
then the variation between samples of 
the mixture done on the same machine 
will be larger than it would be on a 
single lot of the material). 
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Deliberately varying a_ variable 
means including it as one of earmarked 
factors of the experiment, using differ- 
ent values on successive samples. The 
disadvantages of both standardizing 
and randomizing are simultaneously 
overcome by so doing, for the experi- 
ment will shed light on the effect of 
the variable and the “experimental 
error” will be kept to a minimum value 
(eg. in the above example, each 
material would be run in each machine, 
and thus we would learn the effects of 
both machines and materials, and we 
would gain back what loss of sensitiv- 
ity accompanied randomizing). 

The disadvantage of deliberate vari- 
ation would seem to be that inclusion 
of another variable has made the 
experiment more complicated, more 
difficult to perform than experiments 
by traditional methods. In this case, 
however, the initial experiment is likely 
to be the final experiment, whereas in 
the traditional scheme, it is likely to be 
but the first in a long series of over- 
lapping, inconclusive meanderings. 

It is in the decision as to which of 
these three treatments shall be given to 
each variable that the basic distinction 
is seen between the traditional and 
statistical experiments. 

In the traditional method, all vari- 
ables except the one under considera- 
tion are standardized. As previously 
explained, this frequently leads to the 
fallacies already discussed. 

In the modern method, some vari- 
ables are standardized, some random- 
ized, and some deliberately varied. 
Variables are standardized in two sit- 
uations, i.e., when it is physically im- 
possible to do otherwise or when strong 
engineering conviction exists that the 
variable has no effect on the quality 
characteristic being studied. Two or 
three or even more variables can be 
deliberately varied. These will be the 
ones which are suspected of having an 
effect and, in general, those about 
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which something can be done in a pro- 
duction sense. Finally—and herein is 
the core of the method—all other vari- 
ables are randomized. In general, those 
to be randomized are those difficult or 
undesirable to standardize because they 
are bound up with the production 
operation. Examples: the position of a 
particular sample in a multi-position 
machine, the operator (when there are 
several doing the same work), the par- 
ticular machine (when several are run 
in parallel), or the particular lot of 
raw or partly processed material. 
(Note that these variables are random- 
ized when they are not the chief vari- 
ables under study; otherwise they are 
among the deliberately varied group.) 


In the statistical method, the scheme 
is identical with the modern, except 
that a greater number of variables can 
be varied simultaneously and _ thus 
some of those which were randomized 
in the modern are deliberately varied 
in the statistical. 

This type of experimenting “pays 
off” in many ways other than the solu- 
tion of the immediate problem, though 
that alone should be enough to justify 
it. The value of a well-designed experi- 
ment cannot be over-estimated. It wins 
the respect of vendors when material 
problems arise. It wins the confidence 
of customers when complaints are 
answered. It is a sure-fire way of re- 
solving responsibilities in the inter- 
departmental problems where several 
causes may be operative and each de- 
partment seeks to avoid the onus by 
emphasizing the weaknesses of the 
other departments. A technique that 
does all this can and should be afforded 
in industry today. 


From an address by Leonard A. 
Seder before a joint meeting of the 
metropolitan sections of the American 
Society of Mechanical Engineers and 
the American Society for Quality 
Control. 
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Productivity Rise Reported 


RODUCTIVITY per man-hour exceeds that of a year ago in slightly more 

than two-thirds (67 per cent) of all companies cooperating in a survey of 
business practices conducted by the Conference Board. Only 10 per cent report 
a decline; the remainder indicate no change. 

Compared to 1939-41 productivity, more than six out of 10 companies report 
- increase, while better than one in four report a decline. The rest report no 
change. 


The industries reporting increased productivity over last year are automobiles 
and equipment, industrial machinery, machine tools, office equipment, paper, and 
steel. Prominent among the 23 per cent reporting no change from 1947 are leather 
and its products and textiles. The 10 per cent reporting lowered productivity are 
widely scattered among the different industries. Productivity in the auto and 
equipment companies, though higher than last year, is still lower than in the 1939- 
41 prewar years. Food and textile companies also report lower-than-prewar levels. 





Factors contributing to the increases reported are: 


. Improved flow of materials. 


greater success with training plans. 


. Better production methods. 

. Improved plant layouts. 

More efficient materials handling. 
. Adoption of incentive plans. 


Monqupe “why 


. Improved equipment and tools over prewar standards. 
. Decreased labor turnover, resulting in a working force with increased experience and 


. Better supervision and improved communication. 
Good labor relations and union cooperation. 


Obstacles to increased productivity are reported as follows: 


. Labor restrictions on output. 


. Workers attitudes. 


Ur wdoe 


. Materials shortages—in some cases attributed to strikes in supplier plants. 
. Delay in delivery of tools and equipment. 


. Bad habits and faulty supervision (wartime hangovers). 


Unfavorable worker attitudes exist in some cases because inexperienced or 
low-caliber workers were hired as a result of manpower shortages; in other cases, 
they are attributable to a deterioration in feelings of pride in work or a tendency 
toward stretch-out in times of materials shortages. 


—Supervision 11/48 
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Our Changing Channels of Distribution 


ODAY COMMODITIES =§are 


flowing through new channels, 
distributors are taking on products and 
services they did not handle before. A 
vending machine will deliver a hot dog, 
a cold drink, or a detective story. 
Supermarkets handle glassware, maga- 
zines, toilet goods and electric toasters. 
Auto accessory stores sell radios, re- 
frigerators, washing machines, men’s 
clothes, house furnishings, and electri- 
cal supplies. Filling stations sell coffee 
makers, razor blades, and soft drinks. 
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There is an average of one whole- 
sale, retail, or service establishment 
for every 50 people in the country to- 
day—a combined total of 2,816,500 
outlets—though the war closed the 
doors of half a million businesses, most 
of them distributors. In the first 39 
years of the century, some 16,000,000 
businesses opened their doors while 
over 14,000,000 closed up. All but a 
fraction were small businesses engaged 
in distribution. 

Concurrently today we see the de- 
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velopment of integration, in the form 
of mergers and group cooperation, 
combined with decentralization in the 
building of branch stores, in the exten- 
sion of the agency store system, and 
in the principle of regional branch 
autonomy. R. H. Macy, for example, 
buys up O’Connor Moffat’s depart- 
ment store in San Francisco and, at 
the same time, builds branch stores in 
its own  backyard—in Flatbush, 
Jamaica, and the Bronx. On the other 
hand, it allies itself with the May 
Company, the City Stores, and other 
groups and independents, to bring all 
its stores into a single buying organiza- 
tion, Affiliated Retailers, Inc. 

Changes within distributors them- 
selves are: (1) the trend toward self- 
service—most advanced in food stores, 
36.4 per cent of whose total 1945 sales 
was made by self-service outlets; (2) 
a trend toward increased variety in 
goods sold and in the range of prices— 
illustrated by Marshall Field’s Budget 
Store, now occupying its once famous 
Basement, to compete with popular 
price department stores and specialty 
chains; and also by Woolworth, 
Kresge, and Grant, which are building 
larger stores in prime locations to 
carry greater variety and higher-priced 
goods (for instance, $8.75 fountain 
pens and $133.50 power lawn mowers). 
These trends have been visible for al- 
most 10 years. 

The decline in the importance of the 
wholesaler, 100 years ago the dominant 
factor in our economy, represents the 
greatest change in distribution. Chain 
store warehouses perform the function 
of the wholesaler but operate at a third 
to a quarter of independent whole- 
salers’ costs. The aggressive independ- 
ent merchants tend to buy direct, to 
organize into buying groups, or to form 
wholesale cooperatives —as in drugs, 
food, and apparel. These group ware- 
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houses stock national brands almost 
entirely. Everything is packaged, noth- 
ing is handled in bulk, and turnover is 
eight to 12 times annually. 

As a counter, some wholesalers are 
developing new low-cost methods of 
distribution and supplying customers 
with financial, merchandising, and 
promotional guidance. Others are dis- 
tributing only price-fixed brands. But 
the wholesaler who does not accommo- 
date himself to the new patterns of 
distribution becomes restricted to the 
least efficient retailers now being 
crowded out of the distribution picture 
themselves. 

To determine why the channels of 
distribution are changing, we must 
observe postwar distribution against 
the backdrop of the major conflicts in 
our economy as a whole: First is the 
growth of monopoly, with resulting 
rigidity of prices, artificial limitation of 
production, and brakes upon an ex- 
panding economy. Today 455 corpora- 
tions constituting less than one-eighth 
of 1 per cent of all corporations in the 
United States own 51 per cent of all 
corporation assets. Second, and coun- 
terposed to this trend, is the increased 
productivity of American industry and 
agriculture, with its tendency to raise 
the American standard of living. Third 
—and in conflict with this increasing 
productivity—is the uneven distribu- 
tion of purchasing power among Amer- 
ican families. For example, according 
to a recent Bureau of Census estimate, 
80 per cent of families in the United 
States lived on annual incomes of less 
than $4,000 in 1945. Further, Amer- 
ica’s Needs and Resources, issued by 
The Twentieth Century Fund, predicts 
for 1950 a continued distortion of in- 
come distribution, with only 25 per 
cent of all consumer units in the annual 
income class “$3,000 and over.” 

Thus we have achieved mass pro- 
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Productivity Rise Reported 


RODUCTIVITY per man-hour exceeds that of a year ago in slightly more 

than two-thirds (67 per cent) of all companies cooperating in a survey of 
business practices conducted by the Conference Board. Only 10 per cent report 
a decline; the remainder indicate no change. 


Compared to 1939-41 productivity, more than six out of 10 companies report 
an increase, while better than one in four report a decline. The rest report no 
change. 


The industries reporting increased productivity over last year are automobiles 
and equipment, industrial machinery, machine tools, office equipment, paper, and 
steel. Prominent among the 23 per cent reporting no change from 1947 are leather 
and its products and textiles. The 10 per cent reporting lowered productivity are 
widely scattered among the different industries. Productivity in the auto and 
equipment companies, though higher than last year, is still lower than in the 1939- 
41 prewar years. Food and textile companies also report lower-than-prewar levels. 
Factors contributing to the increases reported are: 

. Improved equipment and tools over prewar standards. 





Improved flow of materials. 


greater success with training plans. 


. Better production methods. 

. Improved plant layouts. 

. More efficient materials handling. 
. Adoption of incentive plans. 


Conquxe why 


. Decreased labor turnover, resulting in a working force with increased experience and 


Better supervision and improved communication. 
Good labor relations and union cooperation. 


Obstacles to increased productivity are reported as follows: 


1. Labor restrictions on output. 


2. Materials shortages—in some cases attributed to strikes in supplier plants. 


3. Delay in delivery of tools and equipment. 


4. Workers attitudes. 


5. Bad habits and faulty supervision (wartime hangovers). 


Unfavorable worker attitudes exist in some cases because inexperienced or 
low-caliber workers were hired as a result of manpower shortages; in other cases, 
they are attributable to a deterioration in feelings of pride in work or a tendency 
toward stretch-out in times of materials shortages. 


—Supervision 11/48 
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Our Changing Channels of Distribution 


ODAY COMMODITIES sare 

flowing through new channels, 
distributors are taking on products and 
services they did not handle before. A 
vending machine will deliver a hot dog, 
a cold drink, or a detective story. 
Supermarkets handle glassware, maga- 
zines, toilet goods and electric toasters. 
Auto accessory stores sell radios, re- 
frigerators, washing machines, men’s 
clothes, house furnishings, and electri- 
cal supplies. Filling stations sell coffee 
makers, razor blades, and soft drinks. 
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There is an average of one whole- 
sale, retail, or service establishment 
for every 50 people in the country to- 
day—a combined total of 2,816,500 
outlets—though the war closed the 
doors of half a million businesses, most 
of them distributors. In the first 39 
years of the century, some 16,000,000 
businesses opened their doors while 
over 14,000,000 closed up. All but a 
fraction were small businesses engaged 
in distribution. 

Concurrently today we see the de- 


The Management Review 








velo; 


com! 
builc 
sion 
in t 
auto 
buy: 
men 
the 

its 

Jam 
han 
Con 
gro 
its s 
tion 


selv 
seri 
36.4 
was 


goo 
illu: 
Sto 
Bas 
pric 
cha 
Kr 
lars 
car 
gor 
per 
Th 


mo 


wh 
fac 
gre 
sto 
of 

to 

sal 
ent 
ors 


foc 


De 











velopment of integration, in the form 
of mergers and group cooperation, 
combined with decentralization in the 
building of branch stores, in the exten- 
sion of the agency store system, and 
in the principle of regional branch 
autonomy. R. H. Macy, for example, 
buys up O’Connor Moffat’s depart- 
ment store in San Francisco and, at 
the same time, builds branch stores in 
its own backyard—in Flatbush, 
Jamaica, and the Bronx. On the other 
hand, it allies itself with the May 
Company, the City Stores, and other 
groups and independents, to bring all 
its stores into a single buying organiza- 
tion, Affiliated Retailers, Inc. 

Changes within distributors them- 
selves are: (1) the trend toward self- 
service—most advanced in food stores, 
36.4 per cent of whose total 1945 sales 
was made by self-service outlets; (2) 
a trend toward increased variety in 
goods sold and in the range of prices— 
illustrated by Marshall Field’s Budget 
Store, now occupying its once famous 
Basement, to compete with popular 
price department stores and specialty 
chains; and also by Woolworth, 
Kresge, and Grant, which are building 
larger stores in prime locations to 
carry greater variety and higher-priced 
goods (for instance, $8.75 fountain 
pens and $133.50 power lawn mowers). 
These trends have been visible for al- 
most 10 years. 

The decline in the importance of the 
wholesaler, 100 years ago the dominant 
factor in our economy, represents the 
greatest change in distribution. Chain 
store warehouses perform the function 
of the wholesaler but operate at a third 
to a quarter of independent whole- 
salers’ costs. The aggressive independ- 
ent merchants tend to buy direct, to 
organize into buying groups, or to form 
wholesale cooperatives — as in drugs, 
food, and apparel. These group ware- 
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houses stock national brands almost 
entirely. Everything is packaged, noth- 
ing is handled in bulk, and turnover is 
eight to 12 times annually. 

As a counter, some wholesalers are 
developing new low-cost methods of 
distribution and supplying customers 
with financial, merchandising, and 
promotional guidance. Others are dis- 
tributing only price-fixed brands. But 
the wholesaler who does not accommo- 
date himself to the new patterns of 
distribution becomes restricted to the 
least efficient retailers now being 
crowded out of the distribution picture 
themselves. 

To determine why the channels of 
distribution are changing, we must 
observe postwar distribution against 
the backdrop of the major conflicts in 
our economy as a whole: First is the 
growth of monopoly, with resulting 
rigidity of prices, artificial limitation of 
production, and brakes upon an ex- 
panding economy. Today 455 corpora- 
tions constituting less than one-eighth 
of 1 per cent of all corporations in the 
United States own 51 per cent of all 
corporation assets. Second, and coun- 
terposed to this trend, is the increased 
productivity of American industry and 
agriculture, with its tendency to raise 
the American standard of living. Third 
—and in conflict with this increasing 
productivity—is the uneven distribu- 
tion of purchasing power among Amer- 
ican families. For example, according 
to a recent Bureau of Census estimate, 
80 per cent of families in the United 
States lived on annual incomes of less 
than $4,000 in 1945. Further, Amer- 
ica’s Needs and Resources, issued by 
The Twentieth Century Fund, predicts 
for 1950 a continued distortion of in- 
come distribution, with only 25 per 
cent of all consumer units in the annual 
income class “$3,000 and over.” 

Thus we have achieved mass pro- 
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duction without achieving the spread 
of purchasing power and the efficiency 
in distribution needed to make mass 
distribution a reality. The effort to 
achieve mass distribution has resulted 
in the high costs and duplication of 
retail and wholesale distribution and 
is thus one of the underlying drives in 
the process of change in the channels 
of distribution. 


The high cost of advertising has 
also influenced the concentration of 
economic power upon distribution. Out 
of $3.1 billion for advertising in 1946, 
over $2 billion was spent for national 
advertising, and a shrinking group of 
large concerns is doing a steadily in- 
creasing share of all national advertis- 
ing. This tremendous pressure upon 
the consumer tends to limit the inde- 
pendence of even the largest retailers. 
It is also leading to the creation of 
“captive” distributors and agency 
stores, as well as completing the his- 
toric transformation of the independent 
small town merchant into a chain store 
unit. 


The increasing productivity of 
American industry poses the problem 
of marketing under new conditions a 
growing volume of commodities. But 
the concentration of distribution in 
fewer hands temporarily threatens the 
continuity of this flow. While the in- 
dependent stores have multiplied faster 
than the chains, chains are doing a 
growing share of the profitable busi- 
ness. The fact that every 10 per cent 
increase in disposable income results 
in a 12 per cent increase in retail sales 
is a key to the vast expansion in the 
number of wholesale and retail outlets 
since the war but, like the rising cost 
of living, it has also intensified com- 
petition. 


The income level of the majority of 
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American consumers intensifies com- 
petition in the basic and fast-moving 
articles, and encourages distributors to 
“raid” big-traffic items out of their 
field. That’s why Schulte Cigar Stores 
stock men’s socks as their No. 1 soft- 
goods item, why newsstands sell more 
books than book stores, why a grocery 
chain can sell 150 of the fastest turn- 
over items in the drug and cosmetic 
line. The basic trends in retailing re- 
flect the fundamental pressures in our 
economy. There is the drive to provide 
volume at lower cost for the moderate 
and lower income groups, and to offer 
additional services and specializations 
to the higher income groups. 


By 1960 the chains will probably be 
doing close to two-thirds of all retail 
business. But competing for it will be 
independent retailers and wholesale 
cooperatives, which have borrowed 
management and promotional tech- 
niques from the chains and organized 
for political action to secure easier 
credit and government aid in merchan- 
dising techniques and in the setting of 
quality standards to make possible 
specification buying by the independ- 
ents. 


The need for lower distribution costs 
in order to dispose of increased com- 
modity volumes will force the producer 
to seek out the chains and buying 
groups, thus bringing about the 
slaughter of small independents and 
marginal distributors. By 1950, surely 
by 1960, we will have reversed the 
trend toward more and more outlets 
and will have fewer outlets doing a 
greater volume of business than ever 
before. 


By Victor Lesow. The Journal of 
Marketing, July, 1948, p. 12:11. 
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How Big Should the Salesman’s Territory Be? 


OW BIG should a _ salesman’s 

territory be? The answer, of 
course, often “depends.” But if you’re 
faced with the problem of planning the 
size of your sales districts, here’s a 
step-by-step procedure that will sim- 
plify the job: 

1. Outline the facts affecting your sales 
operation, by (a) products, (b) 
method of distribution, (c) sales or- 
ganization, and (d) sales policy. 
Decide the uses of your territory 
setup. - , . 
Determine your basic territory unit. 
Set up tentative new territories, and 
Check them against the yardsticks 
you decide to use, such as (a) size 
of territory in square miles; (b) 
total number of possible outlets for 
your product; (c) the amount of 
money spent in each territory for 
your type of product compared to 
the nationwide total. 

6. Check your communications facilities 

throughout territories: (a) rail, (b) 
bus, (c) auto, (d) air. 

7. Sell the changes you plan to your 

distributive organization. 
To see just how the technique might 
work, let’s follow through with a man- 


ufacturer of home furnishings : 


THE FACTS. (a) Products are 
used primarily by homeowners and, 
because of their high unit cost and the 
cost of expert installation, are bought 
only after considerable shopping. (b) 
Distribution is through exclusive, 
franchised distributors. (c) Sales or- 
ganization is small. Company salesmen 
report direct to the home office and 
are paid a straight salary. Their job is 
education and supervision of distrib- 
utors’ sales forces. (d) Sales policy is 
to concentrate on flow of merchandise 
through selected retail outlets. 


USES OF TERRITORY SETUP. 
To control the distributors and to pro- 
vide a base for market potential figures. 


TERRITORY UNIT. The unit 
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chosen was a distributor’s territory. 
Each company salesman worked with 
several distributors. 

TENTATIVE TERRITORIES. 
Two hundred thousand dollars was set 
as the minimum adequate volume for 
any distributor. Less than that was 
considered insufficient to retain the 
distributor’s active interest in the line. 
Territories were thus tailored to this 
volume by use of the yardsticks chosen. 

CHECK AGAINST YARD- 
STICKS. A check on four of the 
territories worked out as follows: Dis- 
tributor A’s total volume satisfactory, 
but coverage job too big. Actual vol- 
ume compared with potential showed 
the same situation. Action: Cut the 
territory. 

Distributor B had satisfactory total 
volume, but coverage job was too 
small. Action: Increase territory. 

Distributor C had too small a total 
volume, with too small a coverage job. 
Action: Increase territory. 

Distributor D had adequate total 
volume, with coverage job too big. The 
territory as a whole was not producing 
nearly so much business as it should. 
Action: Cut territory. 

SELLING TERRITORY 
CHANGES. The job of selling terri- 
tory changes presents different prob- 
lems in every organization. Our fur- 
nishings manufacturer informed his 
distributors of the proposed changes 
and solicited their suggestions, which 
were weighed carefully and where pos- 
sible incorporated into the setup. 

When the changes were instituted, 
the distributor was given: (a) the fig- 
ures on which the new limits were 
based; (b) a map showing the old 
and new territories by county; (c) a 
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breakdown of. the new territory by 
relative value of each trading area; and 
(d) a detailed explanation of the rea- 
sons behind all changes. 


RESULTS: Far better market coy- 
erage and higher sales volume. 

By Louis T. Montant, Jr. Print- 
ers’ Ink, May 7, 1948, p. 31:2. 


An Effective Sales Incentive Plan 


AVE YOU EVER received a 

monthly bank statement with a 
check attached—one made out to you? 
That’s an experience regularly enjoyed 
by every salesman and district man- 
ager of the Proctor Electric Company, 
of Philadelphia, providing he has 
achieved 50 per-cent of his monthly 
sales quota. Thus far no representative 
has failed to receive a monthly bonus 
check under the company’s new sales- 
man compensation plan. 

The plan is the result of a year’s 
study by management of all types of 
compensation and incentive plans. The 
men still receive weekly salaries as 
before. Now, however, commissions 
and bonus are combined in the monthly 
bonus bank statement, and the amount 
credited to each salesman is determined 
by his individual performance. 

Proctor gave much thought to the 
timing of bonus payments and finally 
decided on monthly intervals. The 
promise of bonus money in the dim 
future too often results in postpone- 
ment of maximum sales effort until 
just before the semi-annual or annual 
payment. On the other hand, the pros- 
pect of extra cash in the hand on the 
first of the month seems to provide the 
necessary incentive for daily effort. 

Another advantage of the plan is 
that it develops managerial qualities 
among the sales personnel, since ex- 
pense control is an important feature 
of the program. 

Key factor in computing bonus is the 
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salesman’s quota multiple—a fixed per- 
centage established for his territory 
after careful analysis of the area poten- 
tial. Buying power indexes and Proc- 
tor’s own prewar and postwar strength 
were considered in defining each area’s 
potential. 

The plan is based on a simple 
formula: Total salaries of the territory 
plus total travel and entertainment 
budget, multiplied by the quota mul- 
tiple, equals quota. In this connection, 
Proctor has issued the field staff a list 
of travel and entertainment instructions 
which state clearly expenses allowable 
and the cost limit on each. They also 
offer helpful hints on how to keep 
expenses at a minimum. 

After the first month, quotas become 
cumulative and are refigured monthly 
—based upon cumulative expenses to 
date. Bonuses are earned upon cumula- 
tive shipments billed against actual 
cumulative quotas. They are paid on 
the basis of actual shipments of mer- 
chandise into the salesman’s territory. 
Half the bonus is paid monthly, the 
balance remaining in the bank for pay- 
ment at the end of the year. 

The sales development assistants 
receive a percentage of the bonus earn- 
ings of the territory in which they 
work—an amount arrived at by the 
district management and top sales 
management. These men help to train 
distributor, dealer, and department 
store personnel and also serve as dem- 
onstrators in retail stores and schools. 
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— of products purchased by or for children long ago learned the 
wisdom of offering premiums to children. Teen-agers, too, have come in for 
their share of premiums offered to influence them to prevail upon parents to select 
the refrigerator, living-room suite, range, or other product with which the bicycle, 
roller skates, or other premium was offered. The selection of suitable premiums is 
a relatively easy task for buyers who constantly study the interests of the 30,000,000 
young Americans between the ages of five and 17—only a few of which are in- 
dicated below: 

Sports and sports equipment.—Premiums ranking high in this category are: 
baseballs, bats, mitts, gloves, caps, ice and roller skates, coaster wagons, bicycles. 

Hero worship—Around youth’s heroes—real or fictional—are created juvenile 
organizations with memberships which often top the million mark. They grow with 
increasing sales of the sponsoring products—with box tops required for the many 
gifts offered to members. 

Tests of skill and construction.—Building things always fascinates the kids. 
Tricks of magic, requiring skill in the operator, also rank high. 

School equipment.—Among less expensive juvenile premiums are school bags, 
pen and pencil sets. These have strong appeal to mothers, for they represent real 
money savings. 

Pets.—Every child has had a pet at some time. Dogs, rabbits, and pigeons have 
been offered as premiums, sometimes even a Shetland pony. 

Quiet entertainment—Too many premium users ignore the fact that there is 
a quiet side of childhood, too. The juvenile books come into their own at such 
times, as do dolls, cutouts, etc. 

Premium items for children should be of the highest quality. The memory of 
a worthwhile premium may be carried into later years. It is never too early to 
plant seeds of good will. 

—From an article in Premium Practice, as condensed by The Advertiser’s Digest 
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: ; the total of cumulative salaries an 
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AMA MARKETING CONFERENCE 


A conference of marketing executives and sales managers 
will be held by the American Management Association on Thurs- 
day and Friday, March 17 and 18, 1949, at the Statler Hotel 


(formerly the Pennsylvania), New York City. 
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The Industrial Distributor Salesman 


HE industrial supply salesman is 

the key to selling through dis- 
tributive channels—he is a key man 
in the distributor’s organization and 
a key man for the manufacturer. To 
get the facts on this key man—who 
he is and what he accomplishes—In- 
dustrial Distribution surveyed more 
than 200 supply salesmen in all parts 
of the country. Highlights of the find- 
ings are presented below.* 


Life may begin at 40 for some, but 
by the time the industrial distributor 
salesman has reached that age he has 
established himself and is going places. 
Ages reported in the study range from 
22 to 72 with the greatest number in 
the 30-50 age group. The second 
largest group is made up of those 
salesmen more than 50 years old; the 
group under 30 comprises less than 
10 per cent of all distributor salesmen. 


Some men make sales totaling 
$50,000, while the sales of others go 
as high as $875,000. The average 
salesman’s volume is slightly more 
than $204,000 annually. The greatest 
number of salesmen have a sales vol- 
ume of between $50,000 and $100,000. 
However, this group is only 2 per 
cent larger than the group that has 
a sales volume of between $150,000 
and $200,000. 

Virtually all the men travel by auto- 
mobile, and in 72 per cent of the cases 
they own their own cars. 


The average salesman travels 1,630 
miles per month, and covers 145 ac- 
counts, calling on an average of 8.4 
accounts a day. Time spent in the 
presence of customers was estimated 
at from less than 10 to as much as 





* This article also presents a detailed criticism of 
two recorded interviews of salesmen with pur- 
chasers, together with several pointers on suc- 
cessful selling; an analysis of the salesman’s 
tools; and a round-table discussion of distributors 
and their salesmen from the buyer’s viewpoint. 
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90 per cent of working hours. The 
average estimate was 59 per cent of 
an eight-hour working day. 

Fifty-five per cent of respoiidents 
work a five-day week; 38 per cent, 
five and one-half days; 6.2 per cent, 
six days; .8 per cent, seven days, 
Almost half the salesmen replying 
(47.5 per cent) work an eight-hour 
day; the next largest percentage 
groups—16.92 and 15.33—work seven 
and nine hours daily, respectively. 

The method of gaining entree to the 
plant preferred by 52 per cent of the 
respondents is introduction of a new 
product; by 17 per cent, a service 
rendered; by 15 per cent, a direct re- 
quest; by 3 per cent, a missionary 
man; by 7 per cent, inside contact; 
the remaining 6 per cent indicated all 
other methods. 

Salesmen who attended (24 per 
cent) or graduated from (22 per cent) 
college took courses in science, me- 
chanical, electrical or civil engineering, 
marketing, sales management, account- 
ancy, law, psychology, philosophy. 
Thirty-three per cent indicated they 
had graduated from high school; 16 
per cent, attended high school; 4 per 
cent finished grammar school; 1 per 
cent attended grammar school. Five 
percent of all the salesmen reported 
having studied at trade schools. They 
concentrated on professional engineer- 
ing, thermodynamics, tool design, ma- 
chine mathematics, power transmission, 
welding, etc. 

There apparently is no one position 
in a distributing organization that auto- 
matically leads to a sales job. The 
majority of men, however, seem to 
have moved from shipping, to counter 
sales, to telephone sales, to outside 
selling. 

When the replies are classified by 
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regions—North Central, North Atlan- 
tic, Southern, Western—the picture of 
the average salesman that emerges for 
each region resembles fairly closely 
that of the average salesman for the 
nation as a whole. There are a few 
regional differences, however. 

The North Atlantic was the only one 
of the four regions where not a single 
salesman reported being in the pres- 
ence of customers more than 80 per 
cent of his working hours. 

Salesmen in the North Central re- 
gion handle more accounts, on the 
average, than the salesmen in any of 
the other regions. The average man 
has 175 accounts, and on 64 per cent 
of them he experiences no trouble in 
gaining access to the plant or shop 
area. Though the average North Cen- 
tral salesman handles more accounts 
than in other territories, his dollar 
sales volume for the last 12 months 
was the lowest. Dollar sales volume 
averaged $170,000 — approximately 
$20,000 less than in the North At- 
lantic region, the next lowest group; 
and about $32,500 less than the na- 
tional average. 

The youngest salesman in the busi- 
ness, on the average, is found in the 
Southern region. He is 37 years old, 
has the best general scholastic record 
in the country (almost all are high 
school graduates and a third are col- 
lege graduates). The average Southern 
salesman has an annual dollar sales 
volume of $223,700, the second highest 
average in the country. The Southern 
salesman is responsible for an average 
of 117 accounts as contrasted with the 
national average of 145. The Southern 
salesman has the least trouble gaining 
access to the shop areas of customers’ 
plants; he is successful on 92 per cent 
of his calls. 

The highest dollar volume of sales 
in the country, $234,000, is made by 
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the average salesman in the Western 
region. Though it has no direct rela- 
tion to sales, it happens, also, that the 
average salesman in the West is the 
“elder statesman” in the business; he 
is 42 years of age. In point of selling 
experience, the salesman in the West- 
ern region is away out in front. He 
has been with his firm, as salesman, 
for a longer time than most men in 
industrial selling. The average for his 
group is 11 years. 

With regard to the tools the sales- 
man uses, the salesmen surveyed were 
questioned on two points: (1) the 
extent to which a dozen of the most 
common sales helps are available; (2) 
the degree of usefulness they found 
the aids to possess. 

Three sales helps provided by manu- 
facturers are available to more dis- 
tributor salesmen than any of the other 
sales tools used in the industry: 
manufacturers’ literature and catalogs 
(97 per cent), services of missionary 
men (89 per cent), and sales meetings 
staged by manufacturers (81 per cent). 

Ninety-seven per cent of the sales- 
men have manufacturers’ literature and 
catalogs available to them and, of those 
having this sales aid available, 73 per 
cent rate its usefulness as “great,” 
19 per cent as “moderate,” and 8 per 
cent as “little.” 

Missionary men’s services ranked 
second in “availability,” but when it 
came to the usefulness of the services, 
the salesmen were about equally di- 
vided between “great” and “moderate.” 
Many commented that the extent of the 
missionary’s assistance depended on 
the man and his training. 

Comments on sales meetings staged 
by manufacturers also indicated that 
the relative value of the meeting de- 
pended upon the person who conducted 
the meeting. 

Manufacturers’ factory schools, ac- 
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cording to the survey results, constitute 
a potent sales tool. They are available 
to only 57 per cent of the salesmen 
but, of these, two-thirds rate the 
schools of “great” value and the re- 
maining third are equally divided be- 
tween the ratings “moderate” and 
“little.” 


Stock control is available to three 
out of every five salesmen. More than 
half, 54 per cent, see “great” value in 
it as a sales help and slightly more 
than one-third, 37 per cent, view it as 
of “moderate” assistance. 


Available to the smallest group of 
salesmen is sales analysis, a relatively 
modern technique of increasing sales 
efficiency. Sales analysis is available 
to only 27 per cent of the salesmen 
canvassed in the survey, virtually one 
out of every four salesmen. Of these, 
only 37 per cent consider it an im- 
portant aid; an equally large group 
esteems it as of only moderate help; 
and about one-fourth find it of little 
assistance. 


Industrial Distribution, September, 
1948, p. 81 :32. 


How to Sell Your Product to the Government 


MERICAN MANUFACTUR- 

ERS are stampeding Washing- 
ton to get in on the billions of dollars 
to be spent for merchandise destined 
for Marshall Plan countries. Even 
without ERP, and whether we are at 
war or at peace, Uncle Sam is always 
the world’s largest purchaser. Ameri- 
can industry, however, doesn’t seem 
aware of that, for while it spends un- 
hesitatingly and on a large scale to 
promote commercial sales, it allots in- 
finitesimal amounts of time and money 
to procure government orders. 

The government purchase structure 
is vast, complex, and therefore some- 
what obscure to the uninitiated. 

The first step to master this struc- 
ture is to prepare a mailing list of the 
various purchasing units throughout 
all departments—Army, Navy, Federal 
Supply, and all others in which your 
products may be used or purchased. 
This list will vary from 25 to 2,500 
units, depending upon the ultimate use 
of the commodities or materials in- 
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volved. The names on this list should 
be circularized periodically by form 
letter or by advertising data, or both. 

The next step is to watch the differ- 
ent sources of information about cur- 
rent and approaching government re- 
quirements, which appear in certain 
periodicals and publications and can 
best be learned from personal acquaint- 
ance with the over-all requirements of 
each government department. 

A manufacturer can take the initia- 
tive himself if the specifications of his 
product meet government  require- 
ments. But this, of course, presupposes 
familiarity with the procedure for pre- 
sentation of such matters as well as 
knowledge of the government’s speci- 
fications. 

When you receive an inquiry on 
which you are in position to quote, you 
should be careful to prepare the bid 
forms properly. First, acquire a com- 
plete understanding of the type of 
products or materials called for as de- 
noted by the specifications, which are 
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generally indicated by a number or 
reference. Analyze these specifications 
carefully and ascertain whether your 
products or materials can be manufac- 
tured in accordance with them. Only 
then are you in a position to bid intel- 
ligently. 

Be sure to consider delivery or 
transportation costs from your plant to 
the destination point, so that you can 
accurately calculate your final produc- 
tion costs before submitting your quo- 
tation. In preparing the bid, be sure 
that your prices are inserted in their 
correct columns; that any discounts 
are indicated; that bids are properly 
signed and witnessed; that all copies 
are similarly prepared. If you cannot 
comply exactly with requirements as to 
product, packing or delivery time, state 
that fact clearly on the bid forms and 
place your bid as a qualified bid. Re- 
member, however, that though such a 
bid will receive consideration, awards 
must generally be made to the lowest 
unqualified bid. 

In preparation of your mailing en- 
velope, insert correctly the unit and 
address, with the invitation number 
and opening date. It must be mailed in 
sufficient time for its receipt by the 
purchasing unit, though if it arrives 
late, it will still be accorded considera- 
tion providing (1) it was mailed in 
sufficient time, and (2) no award has 
been made in the interim. 

The average company does not com- 
pletely cover these essentials. For 
example, some bidders consider the 
Navy as the Bureau of Supplies & Ac- 
counts, Navy Department, Washing- 
ton, D. C., overlooking the many other 
major and_ sub-purchasing offices 
throughout the country. 

Only in the rarest of instances does 
a purchasing official fail to make a 
correct award in accordance with the 


December, 1948 


existing regulations. If your company 
procures a contract, and problems then 
arise, ascertain whether you really 
understood the specifications—whether 
you miscalculated the delivery period, 
or if some other factor is preventing 
successful consummation of the con- 
tract. 


There have been many amazing inci- 
dents of potential financial losses due 
either to a presumption of knowledge 
or an utter disregard for procedure. 
Only six months ago, Smith & Co. was 
informed of an approaching bid for 
120,000 units of a Smith production 
item. The firm’s counselor visited the 
plant and offices, saw that the entire 
bid was carefully reviewed. He empha- 
sized thorough understanding of all 
details, particularly the interpretation 
of specifications, mentioning that if any 
questions arose, the company was to call 


either its adviser or the proper govern- 


ment official for the correct interpreta- 
tion. Before the inquiry opening, the 
counselor called to the company’s at- 
tention the production difficulties being 
experienced by a competitor bidder, 
the largest manufacturer in the in- 
dustry. 

The invitation was opened, and 
Smith & Co. was entitled to the award 
as lowest bidder. Within five days, 
however, the president of the company 
called long distance to void the bid, 
saying, “We have just found we made 
a mistake—the essential raw-material 
ingredient is entirely different from 
what we thought and will cost con- 
siderably more than we figured. We 
stand to lose $25,000 on the contract 
if it is awarded to us.” It was later 
discovered that Smith’s production 
men were in doubt about this ingred- 
ient when making up the bid but failed 
to get the information that could have 
settled the question by making a $1.50 
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telephone call to Washington in the 
matter of a hundred-thousand-dollar 
order ! 

There are times when contractors 
- are inadvertently misled by their ad- 
visers. A key procurement official tells 
this story: Jones & Co. was awarded 
a substantial contract on a commodity 
with deliveries over an extended 
period. The price was firm and the 
delivery schedule indicated. But during 
the course of its fulfillment, the price 
of the raw material took a sudden rise. 
Mr. Jones informed the government 
that unless the company received a 
substantial increase in its price, it 
would withhold further deliveries. He 
thought his product could not be dupli- 
cated and he therefore could not be 
held liable for failure to meet his con- 
tract. 

Several months later, after another 
manufacturer who could make the 
product to the same specifications had 
been found, the government presented 
a claim — legal and indisputable — for 
$12,000, representing the difference 
between the new price it had to pay 
the substitute contractor and the orig- 
inal price of the commodity. Had he 





not assumed such an independent atti- 
tude, Mr. Jones might have secured, 
through review of the entire matter 
with the government official in charge, 
either a cancellation of the unfilled 
portion of his contract if the material 
was not urgently needed, or a price 
adjustment providing conditions war- 
ranted it. 

Slanting merchandising for the goy- 
ernment can be helpful. Many years 
ago a large wholesale jewelry concern, 
seeking a share of the jewelry business 
of government stores, decided to mod- 
ify its catalog slightly by a change in 
the cover binder and by including spe- 
cific information peculiar to govern- 
ment purchases in the introductory 
pages. The book quickly became No. 2 
on the Hit Parade of the government 
stores. 

It is apparent that industry has not 
taken the time to know its own govern- 
ment insofar as selling procedure is 
concerned. Company executives too 
frequently seek the business of the 
world’s largest customer without effort 
or understanding. 


By Sot C. Bennett. Printers’ Ink, 
July 16, 1948, p. 44:5. 
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What's Ahead For Taxes in 1949 


By ADDISON B. CLOHOSEY and WILLIAM E. JETTER* 


ILL THE CHANGE back to 
a Democratic Congress affect 
the tax situation in 1949? 
Will we have an excess profits tax? 
Will corporate rates be increased ? 
Will individual rates be increased ? 
What about operating loss carry- 
overs, family partnerships, Sec. 102, 


annuities, stock options, deductions, 
excise taxes, capital gains, penalties, 
and a lot of other things? 

These are just some of the questions 
asked of the tax man daily, which indi- 
cate the tremendous emphasis on tax 
thinking brought about by the change 
back to a Democratic Congress. We 


* Washington Tax Bureau, Research Institute of America, Inc. 
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shall try to pin some of them down— 
to tell you what you may expect next 
year as the result of the activity of the 
81st Congress. 

Tax legislative changes in 1949 
could develop into policy changes and 
administrative changes. The latter is 
the Congress’ term for all changes in 
the Internal Revenue Code which are 
designed to affect administration of 
the tax laws, plug loopholes, correct 
errors, right wrongs, adjust inequities, 
etc. 

Any policy changes (changes in 
rates, exemptions, base, basis, etc.) 
will depend on the economic situation 
at the time the Bill is under discussion, 
and on the personnel of the Congres- 
sional Committees. Thus, if the federal 
budget for the 1949 fiscal year (ending 
June 30, 1949) is balanced, don’t look 
for policy changes. Our guess is that 
the budget for the next fiscal year will 
be just about within the limits of our 
estimated revenue for that year. This 
means probably no increase in rates, 
but no decrease either. 

While the Congress will be over- 
whelmingly Democratic, and on the 
whole friendly to President Truman, 
this will not necessarily be true of the 
Committees in the Congress. They are 
important. For example, no legislation 
reaches the floor of the House without 
the approval of the House Rules Com- 
mittee. This Committee is headed by 
liberal Adolph Sabath of Chicago, long 
an administration wheel-horse, but is 
otherwise composed almost entirely of 
Republicans and Dixiecrats. Sabath 
had little control over this important 
committee in 1945 and 1946. It re- 
mains to be seen whether he has more 
this year. The Senate Finance Com- 
mittee consists of seven Democrats and 
six Republicans, but at least three of 
the Democrats are of the ultra-con- 
servative Southern variety. 
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Let’s get down to cases on some of 
our questions: 

1. Excess profits tax on corpora- 
tions.—Possible but not probable. A 
survey of the Senate Finance Commit- 
tee reveals a probable eight votes 
against it. That means it doesn’t get to 
the Senate floor, and won’t go to the 
Conference between the House and 
Senate. Only runaway inflation could 
get such a proposal out of the Finance 
Committee. 

2. Increase in corporate rates.— 
Probable if inflationary pressures con- 
tinue. Not more than four percentage 
points. 

3. Increase in personal rates.—Very 
doubtful. Only in event budget is much 
higher than revenue, and then only in 
middle and higher brackets. 

4. Excise taxes.—No increase. On 
the other hand, we doubt that any will 
be dropped or decreased despite the 
pressures that will be brought against 
them. John Snyder echoed the Admin- 
istration sentiment when he said, “I 
like excise taxes; they produce a lot 
of revenue.” 

Here are some of the things that 
will become completed legislation in 
1949. They are in the category of ad- 
ministrative changes, but many of 
them do affect the amount of taxes 
corporations will pay: 

1. Net operating loss carry-over and 
carry-back will probably be changed 
from the present two-year carry-back 
and two-year carry-over, to a one-year 
carry-back and five-year carry-over. 
This extends the “averaging” period 
from five to seven years, and operates 
particularly in favor of new businesses 
which are seeking venture capital and 
have no years to which current operat- 
ing losses may be carried back. This 
change could also favor individual pro- 
prietorships and partnerships. 

2. Employee stock options will be 
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subjected to a new set of rules. These 
options are incentives used by employ- 
ers to attract or keep good executives 
by giving them a “piece of the busi- 
ness.” The executive is given an option 
now to buy stock in the future at or 
below the present price of the stock. 
Under the present rule the employee 
(executive) receives taxable income at 
the time he exercises the option, to the 
extent of the difference between the 
market value and the option price. This 
difference is taxed as ordinary income 
rather than capital gain on the theory 
that it constitutes additional compen- 
sation for services. Under the present 
rule frequently the employee (execu- 
tive) is called upon to sell part of the 
stock he receives in order to pay the 
tax on it. This minimizes the “piece” 
he receives, and to that extent elim- 
inates the incentive the plan purposes 
to establish. 


Under the new law, where an em- 
ployee is granted a stock option that 
(a) must be exercised within 10 years 
and only while he is an employee, (b) 
can’t be transferred, and c) the em- 
ployee doesn’t own more than 10 per 
cent of the corporation’s stock: 


a. Where the option price is at least 90 
per cent of the fair market value of the 
stock, no income will be recognized at 
the time the option is exercised. How- 
ever, if the stock is sold within three 
years, ordinary income resulting from 
the sale will be limited to the difference 
between the option price and whichever 
is lower between the sale price and the 
fair market value at the time the option 
was exercised. 

b. Where the option price is less than 
90 per cent of the market price, the em- 
ployee receives ordinary income when the 
option is exercised. The amount of the 
income will be the difference between the 
fair market value of the stock and the 
option price. 


The employer will get a deduction 
only for the amount which is treated 
as fully taxable compensation to the 
employee. 
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3. Unreasonable accumulation of 
surplus is subject to special surtax 
under Sec. 102 of the Internal Revenue 
Code. It will continue to be so taxed, 
except that the Congress will legislate 
that the burden of proof of unreason- 
ableness of the accumulation will be 
on the Commission. Now a corporation 
has to prove that any accumulation of 
profits is not unreasonable. 

4. Taxpayers will get a break on 
corporate liquidations in that part of 
the gain on a liquidation will be de- 
ferred until non-cash assets are sold by 
stockholders. This will permit corpora- 
tions to liquidate without stockholders 
paying an immediate capital gains tax 
on assets that have appreciated in 
value. 

5. Corporations or individuals will 
get a tax-free conversion where the 
taxpayer anticipates the receipt of the 
money for the involuntary conversion 
by purchasing similar replacement 
property before such receipt. 

6. A ceiling of 25 per cent will be 
put on penalties for failure to pay 
withholding tax. Penalty will be com- 
puted at 5 per cent for each 30-day 
delay but may not go over 25 per cent. 
Present law has maximum of 100 per 
cent. 

The foregoing discussion embraces 
some provisions that look safe for en- 
actment. There are others that might 
be termed in the twilight zone, which 
probably will be introduced by the 
Treasury but on which Congress may 
be unable or unwilling to do anything. 
Some fields in which the Treasury 
will seek Congress’ help include taxes 
on small corporations, war loss recov- 
eries, income of life insurance com- 
panies, pension trusts, installment ob- 
ligations, corporate reorganizations, 
personal holding companies, statute of 
limitations, and sundry technical mat- 
ters. 
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Whether any of the predicted pro- 


House; two weeks of executive ses- 


x visions becomes effective in 1949 is sions by the House Ways and Means 

€ problematical. The Senate particularly Committee; two weeks to get a rub and 

, does not like retroactive legislation, passage by the House—and then it 

€ and our guess is that the Revenue Act goes to the Senate. After passage by 

- of 1949 will not be enacted very early the Senate we'll have a Conference be- 

e in the year. It probably will not be tween House and Senate before the 

n started until April, after which we get Bill is sent to the President for signa- 

yf three or four weeks of hearings in the _ ture. 
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. More Information Needed 

) 

: UBSTANTIAL sentiment in favor of giving more information in corporate 
annual reports, to show the need for retaining out of profits amounts sufficient 

rs to replace productive facilities at current prices, was indicated in a survey re- 

x cently conducted by the Committee on Accounting Procedure of the American 

in Institute of Accountants. 


More than 150 prominent business executives, economists, investment ana- 
lysts, government officials, representatives of labor organizations, bankers, and 
ill financial experts responded to an inquiry as to whether there should be a change 
in accounting methods to give greater weight to the effects of inflation in the 





ne circulation of business income. 
1e A majority of those replying opposed basic changes in the income statement 
n itself, but a majority also said that corporate income figures are unsatisfactory 
without an explanation of the necessity for retaining a considerable part of the 
nt income in the business to meet higher costs. 
In announcing the results of the study, the committee stated: 
" “Should inflation proceed so far that original dollar costs lose their practical 
€ significance, it might become necessary to restate all assets in terms of the de- 
ay preciated currency, as has been done in some countries. But it does not seem 
n- to the committee that such action should be recommended now if financial state- 
ments are to have maximum usefulness to the greatest number of users.” 
ay Of those who thought a change in accounting procedure is necessary now, 48 
it. per cent said they thought it would be sufficient to supplement the conventional 





figure for net income with an additional statement showing what the income 
would be if depreciation charges were based on the current value of plant and 
facilities; 52 per cent of those who favored a change thought that the first figure 
given for net income should have depreciation on current values deducted. On 
the other hand, 41 per cent of those who opposed a basic change nevertheless 
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n- said that some supplementary information should be given. 
ch 
“ Employee Stock Purchase Plan 
ay 
1g. ESTINGHOUSE Electric Corporation announced recently that 16,783 em- 
| ployees have purchased 289,742 shares of the company’s common stock 
id under a special stock purchase plan. Those who bought shares represent 17 per 
eS cent of Westinghouse employees eligible to participate in the program, which was 
V- concluded on September 24. 
" Workers were given the opportunity to buy the stock through payroll deduc- 
tions at a price of $3 below the average market price in the month in which pay- 
»b- ment is completed. Maximum price was set at $31 per share, minimum at $25. 
ns, Each employee was eligible to purchase one share of stock for each $200 
f of his annual wage. Stock is paid for through payroll deductions at the rate of $2 
0 a month for each share. Purchases can be canceled by employees and money re- 
at- funded at any time up to the tenth day of the month after payments are com- 
pleted. 
—The Wall Street Journal 11/12/48 
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How New Draft Law Affects Pension and Profit-Sharing Plans 


HE PRESIDENT?’S approval on 

June 24 of the Selective Service 
Act of 1948, suggests a consideration 
of its effect upon pension and profit- 
sharing plans. 

The new law protects the reemploy- 
ment, including benefits under pension 
and profit-sharing plans, of the follow- 
ing employees: 

1. Inductees. All employees, other 
than temporary employees, who leave 
their positions to perform the training 
required under the draft law, and are 
certified as having successfully com- 
pleted their period of training, are pro- 
tected if they apply for reemployment 
within 90 days of (a) discharge from 
service, or (b) the end of hospitaliza- 
tion of not over one year after dis- 
charge from service. 

2. Those who enlist. Any person 
who, after the date of the Act, enlists 
in the armed forces or the Coast Guard 
for not more than three years is en- 
titled to the same protection as in the 
case of inductees, upon the expiration 
of the period of enlistment. The new 
law specifically provides that the period 
of protection of those who enlist will 
not include any voluntary extension of 
the initial three-year enlistment period 
(though it will include any extension 
required by law). Thus the profes- 
sional enlisted man will not be pro- 
tected for more than the first three-year 
period of enlistment. 


3. Those who are called into active 
duty. Any person who, after the effec- 
tive date of the Act, enters upon active 
duty in the armed forces of the United 
States, Coast Guard, or the Public 
Health Service, in response to an order 
or call to such active duty, is given the 
same reemployment rights as inductees, 
if he is relieved from active duty after 
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not more than three years, OF as soon 
after the expiration of this three-year 
period as he can obtain orders relieving 
him from active duty. 


The law provides, as in the case of 
the Draft Law of 1940, that upon 
timely application an employee shall 
be restored to his prior job without 
loss of seniority. The law also contains 
the rule in the prior law that he shall 
be entitled to participate in pension or 
profit-sharing plans, in the same way 
that the rules and practices of the 
employer, in effect at the time such 
person was inducted, provide for em- 
ployees who are on furlough or leave 
of absence. There are, however, some 
new provisions : 


(a) The law recites that it is the 
sense of Congress that employees shall 
be restored to their positions so as to 
give them the status they would have 
enjoyed if they had remained in their 
old jobs from the time of entering the 
armed forces until their return. It 
would not seem that this new pro- 
vision will have any practical effect 
on plans that meet the test under the 
old law. To illustrate: If an employee 
under a pension plan must serve a 
given number of years before receiving 
any vested rights under the plan, and 
under the rules and practices of the 
employer an employee on leave of ab- 
sence is treated as if he were still 
working, then under the 1940 law his 
period of service in the armed forces 
would have to count in determining 
his rights under the plan. This treat- 
ment would still seem to qualify under 
the new law. 


(b) Under the prior law, where a 
business changed hands there had been 
some question as to the liability of 
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the new employer to grant reemploy- 
ment and other benefits to those who 
had entered the armed forces. The 
new law specifically provides that the 
“successor in interest” of the business 
is liable in the same manner as the 
original employer. This phrase “‘suc- 
cessor in interest” is sufficiently broad 
to include any method whereby a busi- 
ness is acquired from a former em- 
ployer. 

(c) Under a new provision, if an 
employee becomes disabled while in 
the armed forces and cannot perform 
the duties required of his old job the 
employer must reemploy him in a job 


which he can fill and one that will best 
approximate, under the circumstances, 
his old job. It would seem clear that 
for purposes of pension and _ profit- 
sharing plans he would have to get 
all vested benefits, together with his 
status in computing future benefits. 

(d) If two or more employees leave 
the same job to enter the armed forces, 
the employee who left first gets the 
prior right to his job carrying with 
it, of course, rights under pension and 
profit-sharing plans. 

By RicHarp P. Jacxson. Central 
Hanover Pension Bulletin, September, 
1948, p. 4:1. 





Pennsylvania), New York City. 





AMA FINANCIAL MANAGEMENT CONFERENCE 
A conference of financial executives will be held by the 


American Management Association on Thursday and Friday, 
January 20 and 21, 1949, at the Statler Hotel (formerly the 
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Business Interruption Insurance Today 


URCHASE of business interrup- 

tion insurance today exceeds war- 
time demands. In pointing out this 
fact in a recent address before the 
Risk Institute, Henry C. Klein, Secre- 
tary of the New York Underwriters 
Insurance Co. and a national authority 
on this type of insurance, stated that 
the same element that underlies the 
record operations of industrial and 
mercantile firms today, the time ele- 
ment that prolongs replacements be- 
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cause of material and labor shortages, 
is the element that makes BII indis- 
pensable to business managements, 
since whatever causes delays in replace- 
ments increases losses of business 
earnings. 

Discussing the two item and the 
gross earnings policy forms, Mr. Klein 
said : 

“These two policy forms are avail- 
able because business managements 
differ with respect to their need for 
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insurance on ordinary payroll. There- 
fore under one item, the two item 
form covers net profit and necessarily 
continuing expenses except ordinary 
payroll, and under the second item, 
if desired, ordinary payroll may be 
insured for a minimum of 90 days. 


“The gross earnings form consists 
of only one item which covers gross 
earnings less discontinuable expenses 
and therefore covers ordinary payroll 
to the extent it necessarily continues 
following the occurrence of property 
damage. The fact that the two item 
form covers net profit plus necessarily 
continuing expenses whereas the gross 
earnings form covers gross earnings 
less discontinuable expenses is imma- 
terial. Both indemnify for the same 
actual loss sustained. 

“To offset the greater basis of con- 
tribution or co-insurance because it 
covers ordinary payroll, the gross earn- 
ings form is available with either 50, 
60, 70 or 80 per cent contribution 
clause, whereas the minimum per cent 
of contribution under the two item 
form is 80 per cent.” 

Choice of policy form to meet the 
buyer’s needs thus depends upon his 
situation with respect to coverage of 
ordinary payroll. Even in cases where 
the buyer is indifferent toward coverage 
of ordinary payroll, Mr. Klein said, 
“his choice may well fall on the gross 
earnings form because it relieves him 
until after a loss of the task of divid- 
ing his employees into two groups, 
essential and ordinary, which is neces- 
sary under the two item form.” 

“Purchase of the gross earnings 
form,” he went on, “therefore reduces 
the computation of the amount of in- 
surance required to this simple for- 
mula—subtract the annual cost of mer- 
chandise or raw materials (including 
supplies and incoming transportation 


646 


expense) from annual net sales (which 
are gross sales less outgoing trans- 
portation expenses, returns and dis- 
counts) and take the chosen percentage 
of contribution (50, 60, 70, or 80 per 
cent) of the result.” 

“Since business interruption insur- 
ance is coverage of earnings which 
will be prevented during a period of 
possibly many months beginning with 
some day on which a property loss 
may occur and therefore compliance 
with the contribution clause in a busi- 
ness interruption insurance policy is 
more difficult than compliance with the 
corresponding clause in a property 
damage insurance policy, all buyers of 
business interruption insurance are 
naturally concerned to know how a 
co-insurance penalty can be avoided,” 
Mr. Klein stated. 

One method which he pointed out is 
frequently to check sales, costs and 
expenses, adjusting the amount of in- 
surance to the future trend as indicated 
by experience. 

“Another method is to purchase 
policies written subject to the premium 
adjustment endorsement whereby at 
the expiration of the policy the insured 
receives a return of premium on the 
amount of insurance that was not 
needed as determined by his report 
to the insurance company of his ex- 
perience during the term of the policy. 
While the premium adjustment en- 
dorsement does not void the contri- 
bution or co-insurance clause and 
therefore a generous amount of over- 
insurance should be purchased to avoid 
a possible co-insurance penalty, the 
insured is guaranteed a final premium 
cost based upon the amount of insur- 
ance actually utilized. 

“Still another method is to purchase 
policies containing the agreed amount 
contribution clause, which, however, is 
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not available to manufacturers unless 
their factories qualify as superior risks, 
nor to merchants in some states unless 
they occupy buildings of fire resistive 
construction or are equipped with auto- 
matic sprinkler systems. The agreed 
amount contribution clause is simply 
a contribution clause that requires the 
maintenance of a fixed amount of in- 
surance agreed upon between the in- 
surance company and the insured 
which if maintained eliminates any 
co-insurance penalty even though the 
amount of insurance be substantially 
less than a percentage contribution 
clause would require. Usually the 
agreed amount is substituted for a 
percentage of insurable value for a 
period of 12 months. 

“Determination of the basic rate of 
premium charged for business inter- 
ruption insurance consists in simply 
taking a fixed percentage of the rate 
of the building covered by the policy, 
the percentage varying according to 
policy form and co-insurance coverage 
purchased. To the resulting rate are 
added charges for stock coverages pur- 
chased in excess of the 30 days granted 
without charge, also a slight charge 
for extension of coverage to sources of 
power or other public services. 

“When two or more buildings are 
covered blanket under one policy, an 
average rate is computed on the basis 
of floor areas instead of values. Floor 
areas are used because they are fixed 
and in most instances reflect the rela- 
tive importance of blanketed units, 
whereas estimates of the earnings of 
a business attributable to each of sev- 
eral or more of its units operated more 
or less interdependently are, in the 
nature of the case, without factual 
basis. 

“If the simple percentage of the 
building rate method of determining 
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business interruption insurance rates 
of premium be deemed unscientific, 
history records that for many years 
a scientific analysis rating schedule 
was used nationwide, but was aban- 
doned when numerous tests disclosed 
that by and large the simple method 
presently used produces practically 
identical results.” : 


Speaking of loss adjustments, Mr. 
Klein said: 


“Adjustment of a business inter- 
ruption need not be more difficult than 
the adjustment of the property loss 
which caused the suspension of busi- 
ness. Both depend largely upon in- 
formation secured from the insured’s 
books. The insured’s net profit, or 
gross earnings, and all expenses, 
having been itemized from the in- 
sured’s records, and the duration of 
suspension determined with the assist- 
ance of building contractors and sup- 
pliers of machinery and materials, the 
adjusted loss under the gross earnings 
form of policy is the reduction in gross 
earnings for the anticipated period of 
suspension of business, less so much of 
the expenses (including ordinary pay- 
roll) as can be discontinued during 
such period. 


“Under the two item form of policy, 
the adjusted loss is the net profit for 
the anticipated period of suspension 
plus so much of the expenses (exclud- 
ing ordinary payroll unless such pay- 
roll is separately insured) as must be 
paid by the insured during such period. 
In determining the earnings which a 
suspended business would have rea- 
lized had not property damage pre- 
vented, past experience is used for 
what it may be worth under the cir- 
cumstances considering prospective 
trends. The amount of the insured’s 
loss having thus been ascertained, the 
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insurance company’s loss is determined loss is paid; otherwise the insured con- 
by application of the contribution (co- tributes proportionately to his own 
insurance) clause in the policy. If the loss.” 
required amount of insurance was The Eastern Underwriter, Novem- 
carried, the full amount of the insured’s ber 19, 1948, p. 25:2. ‘ 
Orp 
M 
‘ : 24 
Trends in Unemployment Compensation Benefits TH 
VERAGE weekly unemployment benefit payments have kept pace with rising ‘A 
living costs, according to an analysis of trends in unemployment rates recently 21 
completed by the Conference Board. In terms of 1935-39 purchasing power, the ) 
Board finds that the weekly payment for total unemployment was $11.02 in the 
third quarter of 1947, compared with $10.94 eight years earlier. T 
The average weekly payment for total unemployment was $10.87 in July- The 
September, 1939, which is 42.1 per cent of the average weekly wage in covered by | 
employment. By the third quarter of 1947, unemployment payments had increased ing. 
by 63 per cent to an average of $17.72. Wages had risen even more sharply, how- — 
ever, so that the net result was a drop in the benefits-wages ratio to 35.1 per cent. othe 
In July, 1948, with employment at an unprecedented level of 61,500,000 there wed 
were 2,250,000 labor force members without jobs. Many of these, the Board notes, ad 
were students and other seasonal recruits to the labor force. Unemployment in an = . 
average week in the 12-month period ending June, 1948, was 2.1 million, or 180,000 the 
below this summer peak. ‘mn 
About three-fifths of the unemployed, or 1.3 million persons, were receiving wd 
weekly unemployment checks in the beginning of July (including veterans’ unem- 0. 
ployment allowances). onal 
hapj 
men 
ente: 
Elevators—First in Safety 7 
HE 115,000 passenger elevators in the country, carrying some 17,675,000,000 peri 
passengers a year, or more than 11 times the number carried by all American ge 
railroads, airlines and intercity bus lines combined, are the safest form of public vd d 
transportation in the world. But, say elevator engineers who have analyzed causes Go | 
and locations of 143 mishaps reported in 1946 (latest full-year figures available), a. 
they would be still safer if all elevator installations were provided with proper | ciety 
safeguards. and 
Tampering with hoistway doors was the primary cause of these accidents, ( reer 
accounting for 40 per cent of the mishaps analyzed. Elevators involved were old- T | 
style installations with a round keyhole in the door so that a screwdriver or any frien 
type of rod could be inserted to open the door. lieve 
Of the 36 accidents occurring at passenger hoistway entrances, 12 resulted Gre: 
from tripping while getting on or off the car, and only one was serious. But of ' The 
the 38 that occurred at freight elevator hoistway entrances, 11 involved persons who whic 
were injured because they leaned over the landing gate and were struck by the | of m 
car, and 14 resulted from attempts to operate the car from the landing by a hand } sive 
rope device. These last two categories indicate carelessness on the part of the in- ever. 
jured persons. the : 
That a much larger number of serious and fatal accidents occurred at freight ance 
elevator entrances is believed due to the fact that most passenger elevators have disti: 
trained operators while many freight elevators and operated by untrained em- a rij 
ployees. chan 
Fully 55 per cent of all serious and fatal accidents coull be avoided, engineers pene 
assert, if all passenger elevators were equipped with safety devices now available. some 
These include doors, gates and interlocks which prevent doors opening when no two 
elevator is at the landing or a car moving until the door is locked. Similar devices M 
applied to freight elevators would eliminate 84.5 per cent of the serious and fatal of a 
mishaps on these installations. as a 
—Harrison Youne in The Spectator 8/5/48 mora 
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Survey of Books for Executives 





ORDEAL BY PLANNING. By John Jewkes. The 
Macmillan Company, New York, 1948 
248 pages. $3.75. 

Tue AMERICAN Economy: Its Problems 
and Prospects. By Sumner H. Slichter. 
Alfred A. Knopf, Inc., New York, 1948. 
214 pages. $2.75. 


Reviewed by Samuel T. Williamson 


Two books currently being distributed by 
The Executive Book Club deserve reading 
by businessmen and every business-regulat- 
ing public official. One pulls apart and ex- 
amines government-managed economy; the 
other diagnoses the present and future of 
the American system. On the surface, they 
have little in common except forthrightness 
and clarity of thought and expression rare 
in economic literature. Yet one supplements 
the other. Both inspire greater understand- 
ing and appreciation of the cause of eco- 
nomic freedom. 

Ordeal by Planning is a penetrating ex- 
amination and a powerful warning of what 
happens in a nation when central govern- 
mental planning is substituted for individual 
enterprise. Mr. Jewkes, its author, is pro- 
fessor of political economy at the Univer- 
sity of Manchester, England. He had ex- 
perience in wartime and postwar bu- 
reaucracy, and as an economist he is high- 
ly regarded both here and in his native 
land. A close observer of the British Labor 
Government’s attempt to graft a manipulat- 
ed economy on a highly individualistic so- 
ciety, Mr. Jewkes exposes its pretensions 
and expounds the perils. “I have written this 
book reluctantly,” he explains in his preface. 
“IT know that it will offend some of my 
friends . . . but I have no option. For I be- 
lieve that the recent melancholy decline of 
Great Britain is largely of our own making. 
The fall in our standard of living to a level 
which excites the pity and evokes the charity 
of many other richer countries, the progres- 
sive restrictions on individual liberties, the 
ever-widening destruction of respect for law, 
the steady sapping of our instinct for toler- 
ance and compromise, the sharpening of class 
distinctions, our growing incapacity to play 
a rightful part in world affairs—these sad 
changes are not due to something that hap- 
pened in the remote past. They are due to 
something which has happened in the past 
two years.” 

Mr. Jewkes discusses the “moral sickness 
of a planned society.” He dissects planners 
as a species, laying bare their mental and 
moral confusions and their contempt for the 
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consuming public. He punctures their scien- 
tific presumption and shows why all final 
decisions in a government-planned economy 
are never scientific but must come from inept 
politicians. Ordeal by Planning is not clut- 
tered with obscure details and incidents. 
Americans will find Mr. Jewkes a sparkling 
writer, clear as crystal. His is an eminently 
readable, quotable book, as may be gathered 
from these random passages: 

“The modern planning movement sets 
out, with good will and noble intentions, to 
control things and invariably winds up by 
controlling men ... Experience might have 
been expected. The early centrally planned 
economies we have so far known, those of 
Russia, Germany and Italy . . . produced so- 
cieties in which terror, sadistic cruelty and 
constant insecurity have been the lot of all 
save a privileged few. In each the arts sick- 
ened, science withered, charity declined .. . 
There is no easy way back. For the more it 
is threatened by failure, the more savage 
will be the efforts to make it succeed at any 
COME ss. 

“The present economic state of Great 
Britain should cause no surprise. The sur- 
prising thing would have been if conditions 
had been otherwise. For if productive re- 
sources are distributed through the decisions 
of a few planners, anxious to be our fathers 
and mothers, instead of the expressed pref- 
erences of forty million consumers in the 
market, it is only by an infinitely tiny chance 
that the right decision will be arrived at. 
It is an unscientific gamble with all the 
odds against success.” 

Those readers who know from bitter ex- 
perience what government spending means in 
this country probably will dissent from the 
few approving paragraphs which Mr. Jewkes 
gives to the doctrines of Lord Keynes. Ac- 
tually, the book itself is the best refutation 
of Jewkes on Keynes. And the author’s sym- 
pathy with a doctrine allied to governmental 
economic intervention makes his Ordeal by 
Planning all the more devastating as an 
indictment. 

Inevitably, the question arises, how does 
the Jewkes book compare with Hayek's 
Road to Serfdom? It is no disparagement of 
Hayek’s notable work to describe Ordeal by 
Planning as less abstract, even more con- 
vincing. Coming as it does three years after 
the Hayek book, it is able to assess the 
British Labor Government experiment and 
thus prove what Hayek could discuss only 
in generalized terms. 

Ordeal by Planning should give the Amer- 
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ican reader greater faith in free economy, 
as well as strengthen determination to pre- 
serve it. Even so, how good is the Ameri- 
can economy? What are its prospects? 


No one is better qualified than Sumner 
Slichter to give vigorous, well-thought-out 
answers, which he does in his latest volume, 
The American Economy. Probably no other 
economist is listened to with greater respect 
in business circles, or so widely quoted. For 
Dr. Slichter is no professional fault-finder, 
no grubby-minded theorist. For 30 years he 
has observed, taught, and appraised Ameri- 
can business economies. Lamont University 
Professor at Harvard, he is an adviser to 
the Senate Finance Committee, chairman of 
the research advisory board of the CED, 
and a past president of the American Eco- 
nomic Association. 


A Sumner Slichter book is an event in 
the business-economic field, and The Amer- 
ican Economy is no exception. It is the 
clearest, best-balanced examination of the 
subject in recent years, and it combines 
penetration with compactness. 

Dr. Slichter sorts the jumble of economic 
problems confronting the country into four 
major groups: industrial relations, eco- 
nomic stability, international economic 
policies, and deficiency of investment capi- 
tal. He breaks down each group into com- 
ponent parts, which he probes with search- 
ing questions that many business men have 
been asking. For instance: Will our vigor- 
ous spirit of enterprise continue? Are in- 
vestment opportunities becoming exhausted? 
Is management less willing to venture? Is 
it afraid of expanding production? What is 
the outlook for prices? For continued wage 
increases? Will personal and corporate in- 
come taxes remain high? Will our economy 
slow down because of labor union policies 
and pressure? Can collective bargaining be 
trusted to produce agreements fair to the 
public as well as to the bargainers? Which 
is paramount, public welfare or right to 
strike? Do wage and tax policies impede 
accumulation of capital? Are present meth- 
ods of credit control sufficient? 

“The American Economy,” Dr. Slichter 
finds, “is a far better economy than most 
people realize. It is far more productive than 
most other economies; it is dynamic and 
progressive; it possesses great capacity to 
adapt itself to new conditions and to im- 
prove its methods and products; it has a 
multitude of points of contact with con- 
sumers and has done more than any other 
economy to discover the desires and whims 
of consumers; it is an economy in which 
there is a broad participation in control, 
partly through democratic political proc- 
esses, partly through millions of people who 
are in business for themselves and who run 
their own enterprises, and partly through 
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the membership of millions of employees 
in trade unions.” 

Though predominantly private enterprise 
and highly competitive, the American econo- 
my, according to Dr. Slichter, is becoming 
a laboristic one. His phrase “laboristic 
economy” possibly is more of a shock to 
the orthodox than its explanation. He 
doesn’t mean socialism, British labor goy- 
ernment, or Sweden’s “middle way.” He 
maintains that the economy is run more in 
the interest of employees than in the inter- 
est of any other group; and that the 
economy still rests on private enterprise, 
capitalism, and competition. 

Dr. Slichter analyzes strong and weak 
points of our economy. Both analysis and 
prescriptions stem from his basing point of 
“public policy.” In his forthright labor 
chapter he says, “probably never in the 
history of western civilization has the com- 
munity been so completely at the mercy of 
small groups.” And if collective bargaining 
continues to be a cold war or a test of 
strength and loses the confidence of the 
community, “it will sooner or later be re- 
placed by something else.” 

Throughout the text are many examples 
of the Slichter gift to compress much wis- 
dom into a telling phrase. A few samples: 
“The importance of subordinating the needs 
of the Treasury to the needs of the coun- 
try is a matter grievously overlooked in 
recent years.” “There is little doubt that 
the community can easily develop checks 
against unhealthy expansion of business. 
There is much doubt, however, whether 
persons responsible for imposing checks 
will know when to apply them.” “One pro- 
ducer group for which little consideration 
has been shown are the owners of business 
enterprises and the providers of investment- 
seeking funds.” 

Many a man in business management is 
so occupied with problems of his own im- 
mediate producing, selling, or financing 
unit that he has neither time nor oppor- 
tunity to square off and view our economy 
as a whole. Instead he judges it as it ap- 
pears in part to him and at close range. He 
should find the Slichter book a powerful aid 
to clarification of his thinking, and much 
in it that is either comforting or challeng- 
ing. 


Dynamic Motion AND TIME Stupy. By 
James J. Gillespie. Paul Elek, London, 
England, 1947. 95 pages. 7/6. 

Reviewed by Ralph Presgrave* 
Despite the fact that this is a relatively 
small book, it gives the impression of being 
somewhat discursive. Whatever points the 
author is trying to make could have been 


* Industrial Engineer and Consultant, J. D. Woods 
& Gordon, Ltd., Toronto, Canada. 
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made, and made more effectively, in fewer 
words. 

Mr. Gillespie’s general contention is that 
motion study has “descended to comic levels,” 
and that the techniques of motion study as 
described in current texts are “complex and 
unwieldy” and have become “divorced from 
practical humanitarian knowledge.” 

That there is an element of truth in these 
statements would not be denied by any 
thoughtful student of time and motion study. 
The author had an excellent opportunity to 
appraise modern techniques objectively and 
to suggest a saner and more practicable mid- 
dle path. He could, too, have pursued to 
some logical and acceptable conclusion the 
generally understood fact that one must 
study work situations as a whole, and in re- 
lation to the worker as a human entity 
rather than restrict one’s observations to 
purely mechanical movements. Such a course 
would have placed the minutiae of technique 
in true perspective but would not necessarily 
have discarded them. Instead we have what 
amounts to a diatribe, directed mainly at 
American practice. At the same time, the 
author insists that we need motion and time 
study in every industry. He claims, without 
undue modesty, to have related work activity 
to work psychology for the first time. 

If the author had chosen to rant against 
motion and time study as such, and had 
carried his tirade to a logical conclusion 
along these lines his book would, in a sense, 
have been more acceptable, or at least would 
have been such that one could advance 
counter arguments. 


As it is, we are treated to a welter of 
words, sometimes gratuitously unkind, in 
the course of which Plato, Shakespeare, 
Jung, and Freud are quoted, not always con- 
vincingly or relevantly. Much is made of 
psychological theory, but virtually nothing 
is produced in the way of experimental psy- 
chology and physiology dealing with con- 
trolled work situations. Indeed some of the 
theories advanced are not always accepted 
by current psychological authorities (e.g., 
Kretschmer’s types and Jung’s oversimpli- 
fication). Specific motion study procedures 
are confused with elements of general indus- 
trial psychology, such as the proper social 
atmosphere, the behavior of foremen, and 
sO on. 


_ The result of all this is to confuse and 
irritate the very practitioner who may be 
sympathetic to the general thesis advanced by 
the author. As a further consequence, one is 
apt to ignore or discount the useful parts of 
the book. These more valuable parts are not 
thematic, but consist of somewhat isolated 
discussions of such matters as logic, statis- 
tics, fatigue, the behavior of the observer, 
working conditions, and so on. They do not 
wafrant piecemeal discussion, and their value 
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is somewhat obscured by a rather indifferent 
literary style peppered with “psycho-dynam- 
ics,” “operator rhythm expression,” and other 
similar phrases. 

It is a fact that, having suffered a blast 
at current methods, the reader gradually be- 
comes aware, for instance, that the photo- 
graphs in the book are examples of exactly 
the same “before and after” type that the 
American motion study expert revels in. 
The author demolishes “therbligs” and then 
proceeds to parallel them with charts and 
symbols which he distinguishes from others 
as being “dynamic.” These charts and the 
advice which accompanies them are worthy 
of attention. One may well believe the author 
has a valuable approach to motion study. 
His comments on technical procedure appear 
to be sound, though not especially new or 
startling to American ears. 

The book is not recommended for the 
new student; it can hardly be classed as a 
reference book, and it would only serve to 
confuse him. But the mature expert should 
read it for its stimulating effect and because 
he will frequently find shrewd observation 
and sound advice as well as technical pro- 
cedure that warrants experimentation and 
appraisal. 


BARGAINING WiTH ORGANIZED Lasor. By 
R. C. Smyth and M. J. Murphy. Funk 
and Wagnalis Company, New York, 
1948. 320 pages. $3.75. 

Reviewed by A. A. Desser 


Basic factors relating to the economic, 
psychological, and sociological aspects of 
collective bargaining are presented in an 
able, understandable fashion by the authors 
of this timely work. These factors are re- 
ported as observed by outstanding repre- 
sentatives of industry, organized labor, and 
research and educational institutions. The 
authors’ analyses of these three aspects of 
negotiating and living under a labor con- 
tract are among the highlights of this vol- 
ume. 

For organized labor and management to 
bargain more intelligently, it is essential 
that they understand “not only how but also 
what to negotiate.” Techniques in preparing 
for collective bargaining negotiations, and 
practical suggestions on how best to live 
under the various contract clauses, are pre- 
sented by Smyth and Murphy. In addition, 
the book features a presentation of beneath- 
the-surface issues that are not always dis- 
cernible at the bargaining conference. 

Though the best that one usually expects 
from a book on collective bargaining is 
guideposts, this volume goes somewhat be- 
yond this by defining and elaborating on the 
significance of union demands and the rea- 
sons behind managements’ position at many 
bargaining sessions. Methods, of course, 
vary from union to union, company to com- 
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pany, industry to industry. Uniformity does 
not exist in the realm of bargaining for 
wages, hours, and working conditions. 


A factor too frequently overlooked by 
management is the trend within union ranks 
to train negotiators in a fashion similar to 
that of the college training of diplomats. 
Educational and research activities by labor 
unions are assuming very substantial propor- 
tions. The result of this is that the union rep- 
resentative becomes as well equipped (or 
better equipped) with economic and other 
data relating to the industry and/or company 
he is negotiating with as the informed and 
trained representative of management. The 
attitudes, emotions, and prejudices of labor 
and management toward various basic ques- 
tions such as “managerial rights” and union 
security clauses (closed shop, union shop, 
etc.) are apparent in this book. 


Examples are cited of how employers 
and unions strive to influence public opinion. 
It is pointed out that “a good negotiator 
must be able to project himself into the po- 
sition of the other fellow. He must be close- 
ly in touch with the grassroots. . . . Woe to 
the negotiator who lives with his head in 
the clouds.” 


After management and labor have con- 
cluded their conferences with an agreement, 
another important phase of bargaining be- 
gins in learning how to live with each oth- 
er, and settling grievances through an un- 
derstandable (to top-management, super- 
visors, union officials, and rank and file) 
grievance procedure. The authors’ analysis 
of grievance procedures from the first to the 
final step, to possible arbitration, is reward- 
ing to the reader who is sincerely interested 
in the pros and cons in the determination 
of good labor-management relations. 

A grievance is defined broadly as “a 
state of mind resulting from the worker’s 
feeling that he has not received, or will 
not receive, those satisfactions, rewards or 
recognitions which he had hoped for in his 
work or to which he was entitled.” The 
authors give a detailed report on grievance 
procedures and describe how grievances are 
approached by labor, management, and gov- 
ernment. Conciliation and mediation often 
assume an important role in grievance set- 
tlements. 


One reads this book with the realization 
that concomitantly with the tremendous 
strides by organized labor, more and more 
issues that were formerly decided solely by 
management are now being determined 
through the collective bargaining process. 

The federal and state laws on _ labor- 
management relations are touched upon by 
the authors. However, it is obvious to many 
labor and management thinkers that sound 
labor relations and personnel policies are 
rarely related to words in statute books. 
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Good negotiating between organized labor 
and management is based upon an under. 
standing of labor’s views by management 
and vice versa. Where legalisms are til. 
ized, friction often develops. 

This book should help to create a better 
understanding of labor relations facts within 
our democracy. 


IMPROVED FoREMANSHIP. By Auren Uris, 
The Macmillan Co., New York, 1948, 280 
pages. $3.50. 


Reviewed by Louis Lerda* 


In his preface to Improved Foremanship 
the author states that “no book can tell 
the whole story,’ but he nevertheless at- 
tempts to cover the entire gamut of fore- 
manship. His approach, in any event, is 
novel in that the reader becomes Phil Starr, 
a newly appointed foreman. Having cast 
you in this role, the author relates your 
experiences as you contact almost every 
department in the plant. You make the 
rounds with your superintendent or the man 
whom you are to replace. You move rapidly 
from one department to another. You talk 
and the author talks to you, or one of the 
other characters gives you advice. This 
creates a very informal atmosphere. Nu- 
merous situations are presented in which 
unsound supervisory action is taken, and 
the ensuing discussion points out how the 
problem might have been handled more 
effectively. These examples of supervisory 
performance are highly interesting and 
thought-provoking. 

John Raven, the man you are supposedly 
replacing, breaks you in. You keep a note- 
book throughout the breaking-in process 
and make copious memoranda of your ex- 
periences. This reviewer doubts that any 
supervisor would get off to a good start, 
acquiring respect, confidence, etc., if he 
were treated by his predecessor as Phil 
Starr is treated by John Raven in this book. 
For this John Raven, your predecessor, has 
a noticeable attitude of condescension. He 
gives you the impression that Phil Starr 
knows little about the department which he 
is to take over and the work which goes 
on in it—so little that you wonder why 
Starr was made a foreman. John Raven, 
on the other hand, is an oracle of rare 
wisdom and experience. He knows every- 
thing about foremanship and talks as though 
he has just finished memorizing a textbook 
on the subject. 

Improved Foremanship falls short of its 
goal of putting you in the supervisor’s place 
because it does not employ the language 
or express the thinking of the average, first- 
line supervisor. The author has his charac- 


* Director, Esso Training Center, Elizabeth, N. J. 
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ters reel off words of advice, draw charts, 
make job breakdowns, list interview pro- 
cedures, etc., as unhesitatingly as a child 
would recite a nursery rhyme. The result, 
after awhile, is a feeling of irritation at 
some of the characters for knowing so 
much more about foremanship than even 
the best foreman you can think of. 


However, commingled with the superior 
wisdom and exceptional abilities of almost 
everyone but Phil Starr and the contemptible 
Mr. Al Raung, there are some good tips 
for handling people and their grievances, 
dealing with difficult situations, interviewing, 
safety, etc. 


The title of the book is persuasive, and 
some foremen may be able to read it and 
keep calm until the last page. But most 
supervisors will read only parts of the text 
and will then have to “cool off” before 
continuing. I doubt that too many will 
ever reach the last page, but if they do 
the final section, “You’re on Your Own,” 
will probably make them resolve to think 
twice before reading another book on fore- 
manship. 


PRINCIPLES OF PERSONNEL TESTING. By C. 
H. Lawshe, Jr. McGraw-Hill Book 
Company, Inc., New York, 1948. 227 
pages. $3.50. 

Reviewed by F. E. Hewitt* 


The industrial applications of various 
available tests for mental ability, tempera- 
ment and personality, clerical ability, interest 
and preferences, aptitudes and skills, etc., 
have long needed critical analysis. At the 
same time there has been a growing interest 
in reliable tests for salesmen, retail employ- 
ees, supervisory, executive and professional 
personnel. Principles of Personnel Testing 
is a good introductory summary of these 
tests for personnel people who are planning 
to establish a testing program. The simple 
step-by-step procedure for inaugurating and 
operating such a program will appeal to the 
practical business executive whose beginning 
interest in the field of psychometrics requires 
a non-technical guide. 


In preparing such a guide, Dr. Lawshe 
has done well to emphasize procedure rather 
than theory and to provide an accurate and 
clearly stated analysis of the advantages and 
limitations of tests in each field. In addition, 
he has included a thorough analysis of cer- 
tain tests developed at Purdue University. 


Since a test for selection has no value un- 
less it actually aids in predicting which ap- 
plicants will be successful on the jobs in 
question and which would fail if placed on 





* Vocational Guidance and Industrial Relations 
Services, El Paso Public Schools, El Paso, Texas. 
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the jobs, the importance of validation is 
stressed. One of the book’s warnings to 
those contemplating a test program bears 
repetition here: Do not depend upon the name 
of the test as a sure indication that it 
measures what its title suggests. A so-called 
clerical aptitude test may be better used for 
selecting certain factory employees. For ex- 
ample, the McQuarrie test for mechanical 
ability has proved very helpful in checking 
the skill of clerical applicants. In the mechan- 
ical field, some so-called aptitude tests are 
really nothing more than information or 
knowledge tests. 


In the final analysis, the proof that a test 
will really do the job may best be obtained 
by administering it to applicants over a 
three-to-six-month period, then filing the 
tests and later checking the scores against 
the performance records of the applicants 
who were hired and who by that time will 
have evidenced success or failure at the job. 


Authorities agree that one of the greatest 
needs in the field of testing is for reliable 
tests of temperament—tests which will pro- 
vide the prospective employer with some 
indications of an applicant’s emotional ma- 
turity or immaturity; tests which will sug- 
gest whether certain undesirable personality 
factors are present, and whether they are of 
such degree as to hamper job performance. 
In his chapter on temperament and person- 
ality tests, Lawshe confines the greater part 
of his analysis to validation reports from 
authors of the particular tests discussed. 
This reviewer would have welcomed addi- 
tional validation from other sources. 


Despite these and other minor points, how- 
ever, Dr. Lawshe has throughout the text 
fulfilled his stated objective—that of pro- 
viding a volume which should prove useful 
to personnel administrators and for training 
those who eventually will administer testing 
programs. 


ADVERTISING AND Economic THEORY. By 
FE. A. Lever. Oxford University Press, 
New York, 1947. 132 pages. $2.75. 


Reviewed by Walter Rautenstrauch* 


This little book was written, the author 
states, to lead young economists to consider 
the proper place of advertising in economics. 


The first of the book’s 12 chapters, which 
deals with the theory of consumption, in- 
cludes an excellent chart on family income 
expenditure per week for British family 
budgets of 1937-1949. This chart shows the 
proportion which families will spend for 
essential commodities in relation to their 
income. There is another type of chart which, 


* Department of Industrial Engineering, Columbia 
University. 
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if included, would have thrown a great deal 
of light on the whole problem of consumer 
expenditures. A series of such charts, re- 
cently published by the U. S. Department 
of Commerce in its monthly survey of cur- 
rent business, show a very definite straight- 
line relationship between the total annual 
sales of any commodity and the annual dis- 
posable income of the nation’s consumers. 
In other words, they show that the total 
volume of goods sold is a direct function of 
the income available to the individual. In the 
light of this fact, it is difficult for one to 
understand what part advertising plays in 
the total consumption of any commodity. 
Perhaps our experts in Advertising can tell 
us the answer, but the reviewer does not see 
this relation. 


The second chapter deals with consumer’s 
choice and relies on some data published by 
Dr. Lazarfeld in his book, The People’s 
Choice. However, the case the author makes 
for the effect of advertising on consumers’ 
choice among competitive offerings is not 
particularly convincing. 


Moreover, several chapters—those on Ad- 
vertising and Business Practice, How Adver- 
tising Expenditures are Fixed, Advertising 
and Investment and Advertising and the 
Theory of Imperfect Competition—seem to 
be limited generalizations and do not con- 
tribute very much in the way of new or 
challenging ideas. 

Similarly, in his chapter on the Correlation 
of Advertising and Production, in which 
the author attempts to devise a relationship 
between advertising and production, the data 
are not convincing since they are based on a 
rather limited sample and the correlation he 


devises has such a high probable error that 
it cannot be relied upon. 

Chapter X, on Selling and Advertising 
Costs, does contain some rather interesting 
material in the form of tables showing the 
percentages of these costs to other operating 
costs. However, it might have been helpful 
if the author had discussed the influence of 
profits taxes on expenditures for advertising, 
since it is rather generally acknowledged 
that most companies increase their adver- 
tising appropriations during periods of high 
profits taxes. 

In the final chapter, the author presents 
some tentative conclusions. The first of these 
is that a manufacturer of consumer goods 
could not enjoy the benefits of mass produc- 
tion without the use of advertising. This ob- 
servation in the reviewer’s opinion is not 
supported by the material in this text. The 
second conclusion is that a person’s wants 
result from his reactions to the stimuli af- 
fecting him. Third, advertising makes it 
possible to dispose of greater quantities of 
goods without necessitating any increase in 
price to cover the cost of the advertising. 
Here the author attempts to use the correla- 
tion which, as mentioned above, has doubtful 
validity. The fourth conclusion is that there 
seems to be no distinction between informa- 
tive and combative advertising. The fifth is 
that advertising tends to be correlated with 
production rather than vice versa. The sixth, 
and final conclusion is that advertising can 
be a form of investment. The author claims 
that these are the points which must be con- 
sidered in the developing of an economic 
theory of advertising. However, this reviewer 
is not greatly impressed with the case which 
Mr. Lever attempts to make for advertising. 








BRIEFER BOOK NOTES 


[Please order books directly from publishers] 





_ BUILDING SALES VOLUME ON MAIN STREET. The Dartnell Corporation, 
Chicago, 1948. 100 pages. $7.50. A report on merchandising and selling to merchants in 
towns of less than 50,000 population. Approximately one-third of the consumer dollar is 
spent in small towns and cities which many manufacturers do not even attempt to reach, 


say the authors, who provide a wealth of helpful data and practical suggestions to the com- 


pany entering this hitherto unexploited market. 


INSURANCE: A PRACTICAL GUIDE. By S. B. Ackerman. The Ronald Press 
Company, New York, 1948. Third edition. 770 pages. $6.00. This third edition of this popu- 
lar text on insurance coverages and contracts has been thoroughly revised as well as con- 
siderably enlarged. 


QUALITY CONTROL METHODS. By Clifford W. Kennedy. Prentice-Hall, Inc., 
New York, 1948. 243 pages. $4.75. This text supplies the elementary information essential 
to a complete understanding of statistical quality control. It provides a well-balanced 
treatment of the subject from both theoretical and practical viewpoints, and it deals mainly 
with the basic details and primary concerns which many other texts by quality control 
experts have overlooked. 
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THE AMERICAN MANAGEMENT ASSOCIATION 


The American Management Association is composed of industrial and 
commercial companies and executives interested in modern management. 
The AMA makes no profit, does no lobbying, and advances no propaganda. 


Its interests are solely the solution of current business problems. 


Organization and Operation 

The AMA serves its members through seven divisions: Personnel, Office 
Management, Production, Marketing, Finance, Insurance, and Packaging. 
Each of these divisions is headed and directed by a man drafted from 


industry. 


Conferences 


Each of the seven AMA divisions holds one or more conferences annually, 
where problems of timely importance in its field are discussed. Printed 
conference proceedings go to members of the divisions concerned. In ad- 
dition, THE CONFERENCE REPORTER, containing abstracts of the addresses, 


is sent promptly to conference registrants. 


Information and Research 


The AMA Information and Research Department places at the command 


of every member company a trained research staff on management prob- 


lems. In addition, the AMA maintains a modern, up-to-date library of 


management books and business publications. 


AMA Periodicals 


THE MANAGEMENT REVIEW (monthly) contains digests of articles on man- 
agement appearing in over 400 publications, and brief reviews of current 
business books. It enables a busy man to survey all current topics of 
interest to him in less than 30 minutes. PERSONNEL (bi-monthly) publishes 
articles on employee selection, training, compensation, and the like. 
MANAGEMENT News (monthly) presents news of current developments 
in the field of management and includes a summarized analysis of the 


forecasts of seven of the foremost business services. 





AMERICAN MANAGEMENT ASSOCIATION 


Chairman of the Board—JoHN M. Hancock, Partner, Lehman Brothers, New York, N. Y. a 

Chairman of ag ag pce Committee—Haroip V. Coxs, Retired Vice President, Ford, Bacon & Davis, Ine., 
New York, , 

Chairman of the — Committee—Don G. MITCHELL,* President, Sylvania Electric Products, Ine, 
New York, , 

President—LaWRENCE A. APPLEY, 330 West 42nd Street, New York, N. Y. 

Honorary President—ALVIN E. Dopp, 330 West 42nd Street, New York, am. Se 

Treasurer—JamMes L. MADDEN,*{ Second Vice President, Metropolitan Life Insurance Company, New 
York, N. Y. 

Secretary —J AMES O. Rick, 880 West 42nd Street, New York, 3 ) 

Editor—M. J. DooHsrR, 880 West 42nd Street, New York, N. 


VICE PRESIDENTS IN CHARGE OF DIVISIONS 


Office Maznagement—CoLEMAN L. MAZE,* Vice-Chairman, Department of Management and Industrial Rela s 
tions, New York University, New York, N. 

Personnel—JOHN A. STEPHENS, Vice President, United States Steel Corporation of Delaware, Pittsburgh, | 
Penna. 

Production—Gegorcrg S. Divety, President & General Manager, Harris-Seybold Comqeny, Cleveland, Ohio. 

Marketing—W. E. Joneses, Vice President, Scranton Lace Company, New York, N. 

Finance and Accounts—MURRAY SHIELDS,*} Vice President, Bank of the Sechotion ‘Company, New Yo 
N. Y 


Insurance—R. S. Bass, Treasurer, A. E. Staley Manufacturing Company, Decatur, Ill. 
Packaging—J. D. MALCOLMSON, Technical Advisor, Robert Gair Company, Inc., New York, N. Y. 


VICE PRESIDENTS AT LARGE 


KeitH S. McHuGu,* Vice President, American Telephone and Telegraph Company, New York, N. Y. 
ERWIN H. ScHELL,* Department of Business and Engineering Administration. Massachusetts Institute 
Technology, Cambridge, Mass. 


PAST CHAIRMEN 


W. L. Batt, President, SKF Industries, Inc., Philadelphia, Penna. 
Sam A. LEWISOHN, President, Miami Copper Co., New York, N. Y. 
JaMES O. McKINSBY (deceased). 


PAST PRESIDENTS 


Sam A. LEWISOHN, President, Miami Copper Company, New York, N. Y. 

F. L. Sweetser, Partner, Stevenson, Jordan & Harrison, New York, N. Y. 

C. S. CutnG, Director Federal Mediation and Conciliation Service, Washington, D. C. 

W. J. GRAHAM. Vwe President, The Equitable Life Assurance Society of the United States, New York, N. ¥ 
M. C. Rorty (deceased). 

W W. KincaAID (deceased). 


BOARD OF DIRECTORS 


Term Ending 1949 


ALBERT W. LuuHrs,* Industrial Consultant, Washington, D. C. 

JaMES L. PALMER, Executive Vice President, Marshall Field & Company, Chicago, LIl. 

—_ a a Vice President, The S. S. White Dental Manufacturing Company, Prince Bay, S 
slan 

BEARDSLEY RuML, Chairman of the Board, R. H. Macy & Company, Inc., New York, N. Y. 

E. H. Zoe Manager, Policyholders Service Bureau, Metropolitan Life Insurance Compa 
New Yor 

JAMES TANHAM,* Vice President, The Texas Company, New York, N. Y. 

RatpH H. BLANCHARD, School of Business, Columbia University, New York, N. Y. 

W. L. McGratH, President, The Williamson Heater oer. Cincinnati, Ohio. 

Tuomas Roy Jongs, President, ATF, Inc., Elizabeth, 


Term Ending 1950 


I. O. Royse, General Office Manager, Ralston Purina Company, St. Louis, Mo. 

Guy B. ARTHUR, JR., Toccoa, Ga. 

L. C. HLL, Professor of Industrial Relations, University of Michigan, Ann Arbor, Mich. 

A. A. STAMBAUGH, Vice President, The Standard Oil Company of Ohio, Cleveland, Ohio. 

JuLes I. BocENn, Professor of Finance, New York University, New York, N. Y. 

I. M. CARPENTER, Manager, Insurance Department, Ebasco Services, Inc., New York, N. Y. 

R. E. Grttmor, Vice President, The Sperry Corporation, New York, N. 

M. M. OLANDER, Director of Industrial Relations, Owens-Illinois Glass Company, Toledo, Ohio. } 

MAXWELL 4 _ Head of the Tax Department, The Standard Oil Company (New Jersey), N 
York, 

MARSHALL B. DALTON, President, Boston Manufacturers Mutual Fire Insurance Company, Boston, Mass. 


Term Ending 1951 


JosePH B. Hau, President, The Kroger Company, Cincinnati, Ohio. 

CHARLES R. HOOK, JR., Vice President, Personnel, The Chesapeake and Ohio Railway Co., Cleveland, Obk 
RALPH KELLY, President, Baldwin Locomotive Works, Philadelphia, Penna. 

L. R. BouLware,* Vice President, General Electric Company, New York, N. Y. 

A. L. Nickerson, Director, Socony-Vacuum Oil Co., New York, N. Y. 

ExLmMer LINDSETH, President, Cleveland Electric Illuminating Company, Cleveland, Ohio. 

R. P. Sous, Vice President, American Machine & Foundry Company, New York, is. es 

Russet, B. GALLAGHER, Manager, Insurance Department, Philco Corporation, Philadelphia, Penna. 
CLAUDE V. McBroom, Director of Manufacturing, Meredith Publishing Co., Des Moines, Iowa. 

Georce H. WILLIAMSON, President, The Williamson Candy Company, Chicago, Il 


® Member of Executive Committee. 
t Member of Finance Committee. 








